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Introducing  an  approach  to  outsourcing 
that  isn't  merely  collaborative,  it's  synergistic. 
Beginning  with  a  deep  appreciation  for 
every  client's  unique  strategy,  Accenture  draws 
on  process  experience  gained  from  more 
than  650  outsourcing  engagements  in  more  than 
100  countries.  Result?  Processes  become  more 
efficient  and  productive.  And  that  can  help 
the  whole  organization  perform  as  one. 

Business  Process  Outsourcing 

•  Customer  Contact 

•  Finance  and  Accounting 

•  Human  Resources 

•  Learning 

•  Sourcing  and  Procurement 

•  Industry-specific  Services:  Airlines,  Insurance, 

Health,  Pharmaceuticals,  Utilities  and  more 


Application  Outsourcing 

•  Application  Development 

•  Enhancements  and  Upgrades 

•  Application  Maintenance  and  Support 

•  Testing  Services 

•  Capacity  Services 

Infrastructure  Outsourcing 

•  IT  Spend  Management 

•  Data  Center  Services 

•  Service  Desk 

•  Security  Services 

•  Network  Services 

•  Workplace  Services 


Visit  aceenture.com/outsoureing 
•  Consulting  •  Technology  •  Outsourcing 
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Introducing  Simpana  8 

Right  now,  perhaps  more  than  ever  before,  you  need  to  reduce  the  cost  and  pain  related  to  data 
management.  That  means  cutting  unnecessary  budget  expenses,  replacing  outdated,  inefficient 
technologies,  and  eliminating  disparate  point  products.  Not  exactly  the  kind  of  problems  you'd 
turn  to  an  enterprise  backup  product  to  solve  (even  one  ranked  #1  by  industry  end-users). 

But  with  Simpana®  software,  backup  is  just  the  beginning.  Its  single  code  base  and 
common  platform  deliver  the  industry's  only  truly  holistic  data  management  solution. 
This  revolutionary  architecture  enables  companies  to  immediately  reclaim  space  on 
primary  storage,  reduce  offsite  storage  by  up  to  90  percent,  and  eliminate  up  to 
half  their  tape  drives  (not  to  mention  deduplicate  data  across  all  tiers  as  well 
as  archive,  preserve,  and  search  information  for  eDiscovery).  The  result? 

Data  management  cost  savings  of  up  to  40  percent  in  under  one  year. 

Sound  too  good  to  be  true?  We'll  be  happy  to  prove  it  to  you. 

Call  888-667-2451  orvisitwww.commvault.com/simpana. 


The  World's 
Most  Powerful 
Virtualized 
Storage  Array 


The  3PAR  InServ®  T-Class  with  Thin  Built  In™  is  the  fastest, 
most  efficient  array  on  the  planet — delivering  a  record-breaking 
224,989  IOPS  with  83%  disk  utilization. 

3PAR  is  the  first  to  build  thin  technology  into  storage  hardware 
to  ensure  high  levels  of  performance  and  capacity  utilization. 

Request  a  demo  today  at  3PAR.com/inservtclass 

or  call  888-3PAR-226  extension  2. 


3  PAR 

Serving  Information 


StorageRap.com 

3 PAR  Blog 

Visit  StorageRap.com  for  the 
lastest  insights  on  industry  news 
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Mediterranean  Shipping  Company  has 
discovered  a  new  form  of  energy. 


I  To  get  the  full  MSC 
f  story  on  your  phone, 
snap  a  picture  of  this 
tag.  (Requires  a  free 
mobile  app  from 
http://gettag.mobi) 


Mediterranean  Shipping  Company  (MSC)  is  the  second-largest 
container  ship  line  in  the  world,  with  a  database  that  tracks  more 
than  210  billion  transactions  a  year.  The  company  recently  upgraded 
its  database  to  Microsoft  SQL  Server  2008,  not  only  to  handle  this 
massive  load,  but  also  to  simplify  MSC's  database  administration 
and  help  ensure  high  availability.  Which  is  like  a  new  form  of  energy 
for  MSC.  See  the  whole  story  at  SQLServerEnergy.com 

Microsoft' 

<Ji  SQL  Server  2008 
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Reinvention  Time 


From  the  airlines  to  Starbucks,  customers  drive  change 


About  two  weeks  ago,  we  were  a  nation  mes¬ 
merized  by  the  unexpected  happy  ending  for  US 
Airways  Flight  1549.  The  plane  crash-landed  in 
New  York’s  frigid  Hudson  River,  yet  everyone  on 
board  was  saved  by  the  skill  of  one  heroic  pilot. 

Information  technology  didn’t  fail  US  Air¬ 
ways  in  this  case— an  errant  flock  of  birds  may 
have  brought  its  engines  to  that  disastrous  halt— 
but  neither  could  IT  have  saved  the  day.  Some 
risks  occur  beyond  the  rescue  of  even  the  very 


best  technologies. 

As  we  explore  in  our  “Project  Runway”  cover  story,  the  risks  of  a  badly  damaged 
business  model  seem  almost  as  dire  to  the  airline  industry  as  that  flock  of  birds. 

“We’re  all  one  bad  day  from  having  our  doors  close,”  notes  one  airline  exec.  Then 
again,  he  adds,  challenging  times  are  when  IT  can  really  leverage  “a  wonderful 
opportunity  to  make  an  impact.” 

As  the  airline  CIOs  grapple  with  the  whiplash  of  a  global  economic  recession, 
there  are  many  useful  lessons  for  other  IT  leaders.  Our  story  details  the  IT  and 
business  strategies  of  several  airlines  and  delves  into  the  technologies  they  hope 
will  actually  attract  customers  (rather  than  further  repelling  us).  Frequent  fliers 
everywhere  wish  them  “Godspeed.” 

Another  customer-centric  story  in  this  issue  takes  you  inside  Starbucks  for  a 
visit  with  the  coffee  chain’s  new  Gen-X  SVP  and  CIO  Stephen  Gillett.  This  32-year- 
old  MBA-schooled  IT  exec  wants  to  help  restore  its  flagging  business  by  under¬ 
standing  customers  “in  ways  we’ve  never  had  to  in  the  past.”  Gillett’s  mission 
centers  on  a  tech  vision  that  keeps  external  customers  front-and-center  in  the 
business  thinking  that  happens  inside  the  IT  operation.  That  shift  outward  toward 
serving  the  people  who  buy  the  company’s  products— and  away  from  IT  mainly 
.  serving  the  internal  business-unit  “customer”— is  a  trend  we  saw  rising  sharply 
in  our  2009  State  of  the  CIO  research  {wzow.cio. com/article/470377). 

In  keeping  with  this  rising  tide  of  customer  refocus,  we  have  redesigned  CIO 
magazine  to  more  directly  reflect  your  business  roles.  In  our  March  issue,  you’ll 
see  a  bold  new  streamlined  design,  with  targeted  sections  devoted  to  running  and 
growing  your  business,  advancing  your  career  and  connecting  with  your  peers. 

I’m  counting  on  all  of  you,  our  customers,  to  let  us  know  if  we  got  it  right.  Not 
so  much  a  happy  ending  as  a  great  beginning. 


Maryfran  Johnson,  Editor  in  Chief,  CIO  Magazine  &  Events 

mfjohnson@cio.com 


EDITORIAL 

EDITOR  IN  CHIEF 

Maryfran  Johnson 

EXECUTIVE  EDITOR 

Elana  Varon 

SENIOR  EDITORS 

Steff  Gelston,  Kim  S.  Nash 

ASSISTANT  MANAGING  EDITOR 

Christine  Celli 

COPY  EDITOR 

Kristin  Burnham 

ASSOCIATE  STAFF  WRITER 

Jarina  D'Auria 

CONTRIBUTORS 

Robert  D.  Austin,  Jackie  Barretta,  Owen  Edwards, 
Grant  Gross.  Robert  Lemos,  James  Niccolai. 

Richard  L.  Nolan,  Shannon  O'Donnell, 
Stephanie  Overby,  John  Ribeiro,  Cindy  Waxer 

EDITORIAL  ADMINISTRATOR 

Simone  Levien 

DESIGN 

EXECUTIVE  DIRECTOR,  ART  AND  DESIGN 

Mary  Lester 

ART  DIRECTORS 

Terri  Haas.  Steve  Traynor 

ONLINE  EDITORIAL 

EDITORIAL  DIRECTOR 

Brian  Carlson 

ASSISTANT  MANAGING  EDITOR 

Diann  Daniel 

TECHNOLOGY  EDITOR 

Laurianne  McLaughlin 

SENIOR  ONLINE  EDITORS 

Meridith  Levinson,  Shawna  McAlearney, 
Esther  Schindler,  Thomas  Wailgum 

SENIOR  ONLINE  WRITER 

ShaneO’Neill 

STAFF  WRITERS 

C.G.  Lynch,  Al  Sacco 

ONLINE  EDITORIAL  INTERN 

Ashley  Wilson 

RESEARCH 

RESEARCH  MANAGER 

Carolyn  Johnson 


Y 

C  X  0  \  M  E  D  I  A  INC. 

INTERNATIONAL  DATA  GROUP 
CHAIRMAN  OF  THE  BOARD 

Patrick  J.  McGovern 

IDG  COMMUNICATIONS.  INC. 
CEO 

Bob  Carrigan 


©CXO  Media  Inc. 


who  covers  what  www.cio.com/staff 
e-mail  letters@cio.com  phone  508  872-0080 
fax  508  879-7784  address  CIO  Magazine, 

CXO  Media  Inc.,  492  Old  Connecticut  Path, 

P.O.  Box  9208,  Framingham,  MA  01701-9208 
website  www.cio.com  SUBSCRIBER  SERVICES  866  354-1125 
•  Fax  847  564-9453  •  E-mail  cio@omeda.com 
reprints  and  permissions  •  The  YGS  Group, 

800  290-5460,  ext.  150  •  E-mail  cio@theygsgroup.com 


8  FEBRUARY  1,  2009  |  www.cio.com 


PHOTO  BY  STEVEN  VOTE 


FOCUS  ON 
THE  BIGGER 

.JPG 
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Our  Elastic  Future 

Get  ready  for  a  world  of  completely  flexible  resources 

I  recently  talked  with  Kishore  Swaminathan, 
Accenture’s  chief  scientist.  It’s  always  enlightening 
(and  somewhat  nerve-racking)  when  you  discuss 
the  future  with  someone  who  has  such  a  clear 
vision  of  what  lies  ahead.  Our  conversation  cen¬ 
tered  on  Accenture’s  “2009  Technology  Vision” 
report  and  the  trends  Swaminathan  is  seeing. 

His  overarching  premise  is  imagining  “a  world 
in  which  our  capabilities  can  expand  or  contract 
at  will,  in  essence  elastic,  no  longer  subject  to  the 
constraints  of  physical  reality,”  such  as  location,  distance,  language  or  organiza¬ 
tional  affiliations.  In  such  a  world,  organizations  compete  based  not  on  what  they 
have  but  rather  on  knowing  and  getting  what  they  need. 

The  five  dimensions  of  this  “Everything  Elastic”  world  are: 

1.  Elastic  Workforce:  As  work  becomes  more  location-independent,  who  you 
work  for  and  how  you  monetize  your  work  changes.  Ultimately,  companies  become 
“loose  affiliations  of  people  and  work  becomes  ‘open.’” 

2.  Elastic  Services:  Providers  will  come  from  many  different  places  where 
“branding  and  white  labeling  will  be  rampant.”  This  will  cause  customer  frustra¬ 
tion,  presenting  opportunities  for  companies  that  can  provide  a  cure  for  it. 

3.  Elastic  Processes:  Business  processes,  just  like  infrastructure,  will  be  able 
to  expand  or  contract  based  on  business  demands.  This  outcome  will  be  driven 
by  the  decoupling  of  business  process  from  traditional  software  systems  or  by 
partnering  with  organizations  outside  company  walls. 

4.  Elastic  Innovation:  “Open  Innovation”  becomes  the  norm,  with  anyone  able 
to  partake  in  the  traditionally  closed  models  of  R&D.  We’re  already  seeing  this  start 
to  occur  with  the  growth  of  open  innovation  communities  like  InnoCentive. 

5.  Elastic  IT:  IT  costs  will  track  more  closely  to  the  immediate  needs  of  the  busi¬ 
ness.  In  essence,  “the  gap  between  innovation  and  industrialization  will  narrow 
since  successful  innovations  can  be  rapidly  scaled  up  and  unsuccessful  innova¬ 
tions  scaled  down  without  requiring  large  capital  investments.” 

What  makes  this  report  worth  reading  is  the  way  it  explores  the  technology 
trends  and  market  influences  shaping  this  premise  of  “Everything  Elastic.” 

If  you  would  like  a  copy  of  your  own,  just  send  me  an  e-mail  and  I  will  be  happy 
to  pass  one  along. 


Michael  Friedenberg,  President  and  CEO 

mfriedenberg(a>cio.com 
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Work  with  InterSystems. 


The  fastest  way  to  have  a  connected  workplace. 


Work  with  InterSystems  Ensemble®  software  to  raise 
productivity  and  lower  costs. 

Ensemble  is  a  rapid  integration  and  development 
platform  that  makes  it  much  easier  to  connect  applications, 
processes,  and  people.  IT  managers  who  have  switched 
from  other  integration  products  report  they  can  finish 
projects  in  half  the  time  with  Ensemble. 

For  your  future  development  efforts,  if  you  embed 
Ensemble  you  can  create  a  new  class  of  applications  that 
are  connectable.  Plus,  you'll  be  able  to  enhance  legacy 
applications  with  adaptable  workflow,  browser-based  user 


interfaces,  rules-based  business  processes,  dashboards, 
and  other  innovations  -  without  rewriting  your  code. 

Ensemble  includes  InterSystems  Cache®,  the  world's 
fastest  object  database.  Cache’s  lightning  speed,  massive 
scalability,  and  rapid  development  environment  give 
Ensemble  unmatched  capabilities. 

For  30  years,  we've  been  a  creative  technology 
partner  for  leading  enterprises  that  rely  on  the  high 
performance  of  our  products.  Ensemble  and  Cache  are 
so  reliable  that  the  world's  best  hospitals  use  them  for 
life-or-death  systems. 


ImterSystems 

See  product  demonstrations  at  InterSystems.com/Connectl7F 
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Camels  have  3  eyelids  to  protect  them  from  blowing  sand 


They  can’t  always  see  clearly  what’s  in  front  of  them. 

But  you  can.  With  proven  analytics  software  and  services  from  SAS 


www.sas.com/camels 


SAS*  Analytics 


Visit  www.sas.com/camels  for  Competing  on  Analytics  series  summary 


Large-scale  forecasting 
Data  and  text  mining 
Model  management 
and  deployment 


Data  visualization 
Optimization 
Quality  improvement 
Statistical  analysis 


trend 
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A  Call  to  Tie  Pay  to  Risk 

salaries  As  the  worldwide  financial  fiasco  unfolded  over  the  past 
year,  risk  became  the  buzzword  in  boardrooms  around  the  globe.  And  as 
analysts  began  circulating  white  papers  on  the  need  for  risk-adjusted  com¬ 
pensation,  the  question  for  many  C-level  leaders  has  become:  How  will  this 
affect  my  personal  bottom  line? 

The  rationale  for  a  no-pay-for-nonperformance  system  stems  from  the 
idea  that  there  is  a  tendency  for  leaders  and  individual  employees  to  focus 
on  their  short-term  compensation  and  not  think  about  the  long-term  risks 
that  their  choices  create  for  the  company.  Under  a  risk- adjusted  compensa¬ 
tion  system,  salaries  are  adjusted  downward  in  the  short  term,  in  accor¬ 
dance  with  the  level  of  risk  being  generated  for  the  firm.  If  that  risk  doesn’t 
materialize,  the  executive  or  employee  receives  the  deferred  compensation. 

“There’s  definitely  a  trend  toward  more  risk-adjusted  compensation  in 
financial  services  in  particular,”  says  Gerard  McNamara,  managing  part¬ 
ner  of  the  CIO  practice  for  executive  recruiter  Heidrick  and  Struggles.  Risk- 
adjusted  pay  plans  will  increase  in  any  industry  where  regulatory  control 
and  scrutiny  are  on  the  rise,  says  Continued  on  Page  14 
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House  Tech  Panel  Outlines  Priorities  for  ’09 


congress  The  U.S.  House  of  Representatives  Sci¬ 
ence  and  Technology  Committee  will  focus  this  year  on 
improving  health  IT  and  math  and  science  education, 
restructuring  a  research  and  development  tax  credit 
for  the  tech  industry  and  making  electronics  easier  to 
recycle,  according  to  the  committee’s  chairman. 

Much  of  the  focus  will  be  on  U.S.  competitiveness, 
says  Rep.  Bart  Gordon,  a  Tennessee  Democrat  and  com¬ 
mittee  chairman.  The  committee  will  push  for  additional 
funding  for  the  America  Competes  Act,  a  bill  passed  in 
2007  that  authorized  increased  government  funding  for 
basic  science  research,  gave  grants  to  states  for  math 
and  science  teaching,  and  money  for  specialized  math 
and  science  schools. 

Part  of  the  committee’s  focus  will  be  on  recruiting 
female  and  minority  students.  Those  groups  are  “woe¬ 
fully  under-represented”  in  U.S.  math  and  science 


fields,  says  Gordon.  The  committee  will  also  evaluate 
government  math  and  science  education  programs. 

Many  tech  companies  have  asked  legislators  to 
improve  math  and  science  education.  U.S.  students  are 
falling  behind  those  in  other  countries,  putting  competi¬ 
tiveness  at  risk,  Gordon  says. 

Tech  groups  have  also  called  for  several  other 
changes  on  the  committee’s  agenda,  including  restruc¬ 
turing  of  a  research  and  development  tax  credit. 

The  committee's  work  on  health  IT  will  target  ways 
to  encourage  interoperable  systems.  Improving  health 
IT  "will  save  us  money  and  will  save  us  lives,"  Gordon 
says. 

The  committee  will  also  look  at  ways  to  help  electron¬ 
ics  manufacturers  make  products  easier  to  recycle, 
without  subjecting  recycling  workers  to  health  hazards. 

-Grant  Gross 
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Credit  Crunch  So 


ueezes 


infrastructure  More  businesses  plan  to  lower  data 
center  budgets  this  year,  with  spending  on  training  and  new  hard¬ 
ware  likely  to  take  the  brunt,  according  to  a  recent  survey  from 
Afcom,  an  association  for  data  center  workers. 

More  than  one-third  of  respondents  (38  percent)  say  they  were 
asked  to  cut  their  budgets  since  May,  when  Afcom  conducted  a 
similar  survey.  In  that  survey,  19  percent  expected  their  budgets  to 
be  cut  for  2009. 

The  change  reflects  new  cutbacks  planned  since  the  financial 
crisis  exploded  last  fall.  The  average  cutback  will  be  a  15.2  percent 
reduction  in  data  center  spending  in  2009,  Afcom  says. 

Of  those  data  centers  asked  to  cut  their  budgets,  30  percent  will 
reduce  spending  on  travel;  21  percent  on  equipment  such  as  serv¬ 
ers  and  storage;  23  percent  on  training;  16.5  percent  on  cooling, 
power  backup  and  power  distribution  systems;  and  14  percent  on 
staffing  costs. 

While  travel  and  training  feature  prominently,  those  budgets  are 
small  relative  to  new  equipment  purchases.  “Many  more  actual 
dollars  will  be  cut  on  the  equipment  side  than  in  areas  like  travel 
and  training,”  says  Afcom  President  Jill  Eckhaus.  That  is  sup¬ 
ported  by  another  figure  in  the  new  survey:  86  percent  of  respon¬ 
dents  expect  increased  use  of  virtualization  in  2009  to  reduce  the 
need  to  buy  new  physical  servers. 

Only  12.6  percent  of  data  centers  surveyed  plan  to  increase  their 
use  of  hosted  applications  next  year,  while  22.7  percent  will  increase 
their  use  of  cloud  computing  services,  according  to  Afcom. 

Asked  what  impact  the  spending  cutbacks  will  have,  13  percent 
say  they’ll  affect  salary  increases,  and  20  percent  think  they  will 
decrease  worker  satisfaction.  Three  percent  predict  more  service 
interruptions.  -James  Niccolai 


CIO  RESEARCH 


Tools  IT  Pros  Love 

technology  Which  tools  will  get  the  nod  from  IT  professionals 
in  the  coming  year?  Virtualization,  business  process  management 
and  voice-over-IP  (VoIP)  implementations  top  the  list. 


Business  process 
management: 

230/o 


Server  virtualization:  29% 


VoIP: 

22o/o 


Mobile/wireless: 

21% 


Storage 

virtualization:  ^  JYrO 


Continued  from  Page  13 


Howard  Rubin,  president  and  CEO  of 
Rubin  Worldwide  and  a  Gartner  senior 
advisor. 

Whether  or  not  CIOs  will  see 
risk-adjusted  pay  bundled  into  their 
compensation  packages  is  an  open 
question.  “It’s  all  very  hazy,  but  with  the 
whole  financial  industry  going  crazy 
right  now,  everything  is  being  looked 
at,”  says  McNamara.  Rubin  predicts 
that  risk-adjusted  pay  is  more  likely 
to  increase  for  executives  who  have  an 
influence  on  enterprisewide  risk,  not 
those  leaders,  like  the  CIO,  who  only 
have  an  influence  on  operational  risk. 

“Where  you  will  see  it  for  CIOs  is 
in  companies  that  have  the  belief  that 
all  compensation  across  the  enterprise 
needs  to  be  risk-adjusted  and  every¬ 
one’s  pay  should  be  adjusted  downward 
if  bets  don’t  go  right,”  says  McNamara. 
In  those  cases,  “it’s  a  group  motivator,” 
says  Rubin,  and  “the  CIO  can  play  a 
creative  role  in  using  IT  to  manage  firm 
risk  more  effectively.” 

Of  course,  deferred  compensation 
based  on  performance  is  nothing  new 
for  many  IT  leaders.  A  CIO  typically 
has  a  compensation  package  including 
base  pay,  short-term  bonuses  and  long 
term  bonuses  in  a  mix  of  cash  and  equity, 
commensurate  with  other  executives 
at  their  level,  says  McNamara.  Over  the 
past  several  years,  CIOs  have  increas¬ 
ingly  seen  a  portion  of  their  pay  tied  to 
the  delivery  of  major  IT  milestones. 

“If  you’re  overseeing  an  expensive 
and  risky  SAP  implementation  or 
downsizing  300  data  centers  into  10, 
large  and  midcap  companies  have  tied 
CIO  compensation  to  the  successful 
delivery  of  that  solution,”  says  McNa¬ 
mara.  In  that  regard,  he  says,  “CIOs 
have  had  their  feet  held  to  the  fire  for  a 
number  of  years.  You  didn’t  see  that  for 
the  CEO  or  CFO  or  even  the  COO.” 

-Stephanie  Overby 
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Let's  leave  the  hardware  where  it  is. 


your  gateways,  even  your  phones.  Add  software.  Software  that 


A  software-based  VoIP  solution  from  Microsoft  is  a  whole  new 
way  to  look  at  telephony.  As  it  turns  out,  that  important  move  to  VoIP 


integrates  with  Active  Directory,®  Microsoft®  Office,  Microsoft 
Exchange  Server,  and  your  PBX.  Simply  maximize  your  current  PBX 


isn't  about  ripping  and  replacing  or  big,  upfront  costs. 

That's  because  it's  no  longer  about  hardware.  It's  actually 


investment  and  make  it  part  of  your  new  software-based  VoIP 
solution.  Because  what  you  have  is  good.  What  you  have  with  the 


about  software.  That's  right.  Keep  your  hardware — your  PBX, 


right  software  is  even  better.  Learn  more  at  microsoft.com/voip 


Your  potential.  Our  passion . 


Microsoft • 
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Spammers 
Gel  Social 

security  Spammers  and  virus 
creators  have  a  new  path  into  your  PC: 
Facebook  and  MySpace. 

Spammers  are  turning  to  these  pop¬ 
ular  social  networks  to  trick  users  into 
installing  viruses,  launch  fraudulent 
websites  and  deploy  malware,  accord¬ 
ing  to  a  report  by  MessageLabs.  While 
spamming  via  e-mail  services  remains 
prevalent,  “spammers  see  social  net¬ 
works  as  the  new  horizon,"  says  Matt 
Sergeant,  senior  antispam  technologist 
at  MessageLabs.  Spammers  have  set 
up  phony  social  networking  accounts 
by  breaking  the  safeguard  known  as 
Captcha  (Completely  Automated  Pub¬ 
lic  Turing  test  to  tell  Computers  and 
Humans  Apart),  the  letters  you  type 
when  you  register  for  a  website  that 
asks,  "Are  you  a  human?” 

Sergeant  suggests  the  following  core 
security  tips  to  protect  yourself. 

Redo  your  password.  Cybercrimi¬ 
nals  are  very  good  at  obtaining  social 
networking  passwords  through  phish¬ 
ing.  Beef  up  passwords  with  unpredict¬ 
able  letters,  phrases  and  numbers. 

Watch  those  third-party  applica¬ 
tions.  Facebook  has  an  ecosystem 
of  third-party  apps,  from  games  to 
widgets.  But  some  can  install  malware 
on  your  computer  and  access  your 
personal  information.  So  be  cautious. 
Avoid  apps  that  bait  you  with  learning 
a  piece  of  information  by  clicking  on  a 
button  (this  can  initiate  an  install). 

Beware  user-generated  spam. 
Social  networks  rely  on  users  to  post 
and  share  content.  Spam-based  social 
networkers  will  go  to  other  people's 
comment  threads,  for  instance,  and 
chime  in  with  links  that,  if  clicked  on, 
will  install  malware.  So  check  with 
friends  directly  before  clicking  on  their 
links,  especially  if  the  URL  is  unfamiliar. 

-C.G.  Lynch 


Offshoring  Rivals 
Catching  Up  to  India 

services  Lower  cost  has  long  been  one  of  India’s  key 
advantages  as  an  offshore  outsourcing  location.  But  it  may  be 
losing  this  edge  to  countries  like  Pakistan  and  Vietnam,  which 
now  offer  staff  at  far  lower  costs. 

India  still  has  an  edge  if  clients  consider  staff  maturity  in 
the  area  of  outsourcing  and  their  ability  to  hire  more  staff 
in  India,  says  Arup  Roy,  senior  research  analyst  at  Gartner. 
However,  a  number  of  countries  have  positioned  themselves 
as  credible  alternatives  to  Brazil,  Russia,  India  and  China, 
according  to  Gartner’s  list  of  the  top  30  countries  for  offshore 
services. 

Mexico,  Poland  and  Vietnam  continue  to  strengthen  their 
position  while  others  are  making  their  debut  in  the  top  30, 
according  to  Gartner.  These  countries  seek  to  capitalize  on  the 
focus  that  organizations  have  on  cost  optimization  as  a  result 
of  the  economic  crisis,  adds  Gartner. 

Of  course,  cost  isn’t  everything.  Different  clients  have  dif¬ 
ferent  priorities,  according  to  Roy.  If  they  are  looking  for 
strong  IP  protection  and  security,  they  will  look  at  Singapore 
or  Australia  as  offshore  locations  rather  than  India.  Indian 
laws  for  enforcing  a  contract  are  very  lax,  he  says.  Countries 
like  the  Philippines  and  Vietnam  do  not  have  as  severe  a  prob¬ 
lem  with  staff  attrition  as  does  India,  he  adds. 

Having  services  centers  near  shore  is  likely  to  be  critical  for 
outsourcers  in  markets  like  the  U.S.,  as  customers  now  use  a 
mix  of  low-cost  offshore  locations  and  near-shore  locations  to 
meet  their  requirement  of  greater  control,  cultural  similarity 
and  similar  time  zones,  Roy  says. 

Latin  American  countries  are  becoming  an  attractive 
proposition  for  the  U.S.,  Gartner  says.  The  countries  from  the 
Americas  listed  by  Gartner  are  Argentina,  Brazil,  Canada, 
Chile,  Costa  Rica,  Mexico  and  Panama.  These  countries  are 
increasingly  able  to  take  advantage  of  their  Spanish-language 
skills  in  the  U.S.,  as  more  organizations  now  require  Spanish 
language  from  their  providers  for  communication  with  Span¬ 
ish-speaking  parts  of  their  workforce,  Gartner  says. 

-John  Ribeiro 
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And  we  built  it  all  on  trust 


For  the  past  20  years,  we've 
built  our  business  to  serve  over 
1,000  clients  in  25  countries. 


Twenty  years  ago,  over  breakfast,  Ross  Perot,  Sr.  founded  a 
company  with  a  promise:  to  build  each  relationship  based  on  trust. 

For  two  decades,  Perot  Systems  has  been  providing  business 
solutions  and  information  technology  services  that  help 
companies  achieve  results,  improve  operations  and  maximize 
return  on  investment. 

In  today's  business  climate,  trust  and  confidence  are  more  crucial 
than  ever.  Perot  Systems  will  provide  the  trustworthy  solutions  and 
experience  you  need  to  win. 

Let  us  learn  how  we  can  help  you  meet  your  toughest  challenges. 


perotsystems 

Break  Through 


perotsystems.com 
1-888-31  PEROT 

Applications  |  Business  Process  |  Consulting  |  Infrastructure 


2009  Perot  Systems  All  Rights  Reserved  PEROT  SYSTEMS  and  the  PEROT  SYSTEMS  logo  are  registered  or  unregistered  trademarks  of  Perot  Systems  in  the  USA  and  other  countries. 


Online  collaboration  opens 
doors  and  saves  money 

ACS  and  its  clients  use  Web  2.0  tech  to  share  ideas, 
boost  productivity  and  strengthen  relationships 


Chris  Mankle,  chief  technology  officer,  it  outsourcing, 

AFFILIATED  COMPUTER  SERVICES  (ACS)  INC. 

Mankle  leads  ACS'  CTO  office  by  driving  and  delivering  innovation,  in  his  role, 
he's  charged  with  identifying  and  analyzing  new  technology  trends,  process 
advances,  industry  changes,  and  market  transitions  for  ACS. 


Web  2.0  tools  aren’t  brand  new,  but  ACS  is 
taking  advantage  of  Web  2.0  technologies 
to  build  upon  face-to-face  relationships 
with  its  clients.  By  utilizing  tools  such  as 
wikis  and  blogs,  and  creating  online  social 
networks,  Mankle  says,  ACS  can  enhance 
connection  and  collaboration  with  its 
clients  in  a  faster,  more  productive  way. 


Mankle  recently  spoke  with  CIO  to 
discuss  how  Web  2.0  tools  are  enabling 
ACS  and  its  clients  to  communicate  and 
collaborate—  whenever  they  want,  horn 
wherever  they  are. 

What  types  of  business  value  does 
web  2.0  technologies  allow  ACS  to 
provide  its  clients? 

Collaboration  drives  innovation.  By 
connecting  with  our  clients  and  sharing 
information  through  an  interactive  Web 
2.0  environment  we’ve  developed,  ACS 
can  tap  into  what’s  top  of  mind  with  our 
clients.  For  ACS,  collaboration  is  a  natural 
extension  of  our  focus  on  client  intimacy, 
which  is  a  key  differentiator  for  us. 

Can  you  offer  an  example  of  how 
ACS'  applied  technology  is  manifest¬ 
ed  in  the  web  2.0  world? 

A  key  tool  that  we  have  established  for 
both  ACS  and  our  clients  is  online  col¬ 


laboration,  which  provides  the  ability  to 
access  a  portal,  share  ideas,  and  have  peers 
provide  feedback.  We’re  working  with 
our  enterprise  and  public-sector  clients 
to  put  more  of  their  information  online, 
taking  advantage  of  the  infrastructure  we 
have  so  our  clients  get  to  see  the  breadth  of 
ACS  on  a  global  basis— regardless  of  their 


specific  industry  or  market  segment.  This 
also  improves  access  to  information  in  a 
knowledge  world. 

How  have  Web  2.0  tools  been  applied 
by  ACS'  clients  in  the  public  sector? 

As  I  mentioned  earlier,  we’re  making  more 
information  available  online  for  clients  in 
the  public  sector  to  enable  “face-to-face” 
interaction  over  networks.  Our  web-based 
capabilities  also  support  food-stamp  pro¬ 
grams  and  E-Z  Pass  systems.  In  many  cases, 
we  take  what  we  learn  in  enterprise  and  ap¬ 
ply  it  to  state,  local  and  federal  government 
clients— and  vice  versa.  We  work  to  find  the 
best  and  brightest  ideas,  and  apply  them 
for  clients  across  market  verticals. 

How  does  web  2.0  help  ACS  stay 
tuned  into  its  customers'  needs? 

An  online  portal  offers  ACS  and  our  clients 
another  way  to  collaborate  without  being 
afraid  to  express  concerns.  In  fact,  Web  2.0 


drives  transparency,  increases  productivity 
and  helps  shorten  the  time  between  inter¬ 
actions.  For  example,  you  can  schedule  an 
in-person  quarterly  meeting,  but  you  have 
the  ability  to  communicate  and  collaborate 
between  scheduled  meetings  through 
blogs  and  other  RSS  formats— so  you’re 
constantly  sharing  ideas. 

in  what  ways  are  Web  2.0 
technologies  supporting  clients' 
green  initiatives? 

First  and  foremost,  it  minimizes  travel. 
With  the  virtual  office,  boundaries  are 
eliminated  and  collaboration  can  go 
global.  Employees  and  clients  can  easily 
exchange  ideas  by  meeting  virtually  and, 
at  the  same  time,  can  reduce  greenhouse 
gases  and  travel  expenses.  But  in  doing 
this,  we  have  to  start  to  change  habits,  and 
make  sure  people  understand  the  value 
of  virtual  collaboration.  Really,  if  you  have 
strong  relationships  and  you  utilize  Web 
2.0  tools,  you  don’t  need  to  see  clients  and 
colleagues  in  person  as  often. 


FOR  MORE  INFORMATION: 

Download  a  copy  of  ACS'  white  paper  on  applying 
Web  2.0  technologies,  at  www.cio.com/white- 

papers/acs_collaboration.  Further  information 
can  be  found  at  www.acs-inc.com 


“Web  2.0  drives  transparency,  increases 
productivity  and  helps  shorten  the  time 
between  interactions  ” 


Custom  Solutions  Group 
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ACS  enterprise  and  public  sector  clients  are  able  to 
put  more  of  their  information  online  by  taking  advantage 
of  the  infrastructure  ACS  has  in  place  to  drive 
transparency,  increase  productivity,  and  shorten  time 
between  interactions. 

That  means  ACS  clients  gain  global  visibility  across 
extended  networks  of  internal  and  external  resources  - 
the  higher  efficiency  and  accuracy  allow  them  to  respond 
quickly  to  changing  business  conditions. 


For  more  information  please 
e-mail  collaborate@acs-inc.com 

Download  our  white  paper  at 
www.acs-inc.com/acsw2 


Because  it  is  open,  standards-based  and  virtually  limitless, 
ACS-Client-Partner  collaboration  delivers  new  ideas 
and  new  services.  Collaboration  enables  ACS  clients  to 
penetrate  new  markets,  make  smarter  use  of  assets,  get 
to  market  faster,  and  react  to  their  customers’  needs  with 
intelligence  and  speed. 

Discover  new  approaches  to  getting  business  done  and 
new  business  opportunities  -  discover 
expertise  in  action™,  ACS. 
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ESSENTIAL 


FROM  INCEPTION  TO  IMPLEMENTATION  — I. T.  THAT  MATTERS 


CIOs  embrace 
the  Web’s 
social  spirit  to 
find  cost-free  IT 
solutions  beyond 
the  firewall. 
But  the  kindness 
of  strangers  has 
its  downside. 


Free  to  Collaborate 

BY  CINDY  WAXER 

WEB  2.0  |  Overwhelmed  by  the  plethora  of  disk  encryption  software  options  available 
today,  Richard  Morton,  chief  administrative  officer  at  financial  services  firm  InvestLinc, 
desperately  needed  assistance  selecting  just  the  right  solution. 

Morton,  who  acts  as  the  Ohio-based  company’s  CIO,  required  a  program  to  protect  the 
highly  sensitive  information  residing  on  employees’  laptop  computers.  He  considered 
soliciting  feedback  from  a  high-priced  consultant,  a  seasoned  systems  integrator  and 
his  own  IT  team.  Instead,  Morton  sought  the  guidance  of  perfect  strangers. 

That’s  because  Morton  is  a  member  of  Spiceworks  Community,  part  of  a  free,  Web- 
based  collaborative  IT  management  application  that  lets  IT  professionals  develop,  share 
and  rank  best  practices,  products,  services  and  reports.  Welcome  to  the  world  of  Web  2.0 
IT  management,  where  collaborative  tools  like  Spiceworks  are  granting  CIOs  unparal¬ 
leled  access  to  external  brain  trusts. 

Morton  is  one  of  a  growing  number  of  CIOs  reaching  beyond  corporate  firewalls  for 
advice  on  IT-related  topics  ranging  from  best  practices  to  quick  software  fixes.  Faced 
with  limited  internal  resources  and  whittled  budgets,  they  are  embracing  the  Web  2.0 
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There  are  regulatory  and  confidentiality 
issues  to  be  considered  when  stepping 
outside  thefirewall  to  solve  problems. 


spirit  of  collaboration  once  reserved  for 
renegade  developers  and  open-source 
pioneers.  In  fact,  many  of  today’s  collab¬ 
orative  IT  management  tools— such  as 
FiveRuns’  TuneUp,  Paglo  Community 
and  AlterPoint’s  ZipTie— are  based  on 
or  incorporate  open-source  technology. 

“CIOs  are  searching  for  a  way  to  save 
money  and  to  gain  more  efficiency  so 
they’re  looking  beyond  their  own  orga¬ 
nization  for  advice,  input  and  access  to 
new  people,”  says  Jeffrey  Mann,  a  Gart¬ 
ner  research  VP  and  agenda  manager 
for  collaboration. 

But  while  CIOs  are  finding  that 
today’s  collaborative  IT  management 
solutions  provide  rapid  and  cost-free 
responses  to  major  IT  hurdles,  there  are 
regulatory  and  confidentiality  issues  to 
be  considered  when  stepping  outside 
the  firewall  to  solve  problems. 

Money-Saving  Advice 

In  Morton’s  case,  after  sifting  through  a 
Spiceworks  Community  thread  on  hard 
disk  encryption  applications,  he  found 
TrueCrypt,  a  freeware  solution  earning 
raves  from  community  contributors. 

“Freeware  has  always  been  a  bit  scary 
to  me,”  says  Morton.  “Whenever  I’ve 
looked  at  hard  drive  encryption  appli¬ 
cations,  the  freeware  packages  always 
seemed  complicated  for  end  users.” 

But  “high  votes”  from  fellow  IT 
professionals  convinced  Morton  to 
deploy  TrueCrypt— a  move  that  saved 
InvestLinc  an  estimated  $4,000  in  soft¬ 
ware  expenses.  What’s  more,  because 
Spiceworks  is  completely  free  (the  soft¬ 
ware  is  supported  by  ads)  and  provides 
InvestLinc  with  help  desk  and  IT  inven¬ 
tory  capabilities,  Morton  estimates  the 
solution  saves  the  firm  nearly  $100,000 
in  technology  expenditures.  “There’s  a 
whole  community  out  there  willing  to 
share  and  offer  a  nonbiased  opinion  on 
the  applications  that  you’re  interested 
in,”  he  says.  “The  value  is  huge.” 

Benefits  extend  beyond  free  advice 
from  external  experts.  Michael  Cote, 
analyst  and  IT  management  lead  with 


RedMonk,  a  research  firm,  says  these 
communities  allow  CIOs  to  build  a 
name  as  indispensable  team  leaders 
in  tough  economic  times.  “The  more 
chances  you  have  to  show  off  and  docu¬ 
ment  how  smart  you  are  to  potential  and 
future  employers,  the  better,”  he  says. 

Although  not  an  open-source  solu¬ 
tion,  Spiceworks  was  developed  using 
the  Ruby  on  Rails  open-source  platform. 
But  there  are  plenty  of  open-source 
IT  management  tools  to  choose  from. 
Open-source  vendor  FiveRuns  recently 
unveiled  its  TuneUp  service,  which 
lets  administrators  take  a  snapshot  of 
a  problem  they’re  encountering  with  a 
Rails  installation.  By  loading  this  snap¬ 
shot  onto  a  public  TuneUp  community, 
participants  can  solicit  feedback  and 
receive  suggestions  for  quick  fixes. 

Paglo  is  another  example  of  an  open- 
source  collaborative  IT  management 
solution  provider  whose  online  com¬ 
munity  not  only  lets  subscribers  swap 
best  practices,  it  also  lets  them  publish 
dashboard  formats  for  system,  server  or 
network  monitoring  to  the  community. 

“The  idea  that  different  companies 
would  pool  raw  data  and  information 
beyond  their  firewall  creates  all  sorts  of 
interesting  possibilities,”  says  Cote. 

Proceed  With  Caution 

But  seeking  the  advice  of  virtual  strang¬ 
ers  also  creates  new  risks.  For  example, 
publishing  proprietary  information  is 
an  invitation  to  disasters  such  as  data 
theft,  denial  of  service  attacks  and  regu¬ 
latory  compliance  violations. 

“I’ve  seen  people  reveal  their  entire 


Why  You  Should  Collaborate 


Read  an  interview  with  Futurist  DON 
TAPSCOTT  about  online  collaboration  at 

www.cio.com/article/107253. 
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IT  inventory,”  says  Morton.  “You 
have  to  make  sure  that  the  informa¬ 
tion  you  put  out  there  doesn’t  contain 
sensitive  data.” 

Some  vendors,  like  Paglo,  automati¬ 
cally  strip  content  that’s  been  submit¬ 
ted  so  that  syntax— not  data— is  shared 
with  the  community.  Contributors  can 
also  opt  to  have  information  stay  within 
the  confines  of  their  company.  However, 
warns  Cote,  it’s  up  to  a  CIO  to  create  a 
‘filtering  process”  for  online  collabora¬ 
tion,  as  well  as  strict  usage  policies. 

Community  size  is  also  something  to 
consider.  “You  want  to  be  in  a  commu¬ 
nity  that’s  large  enough  that  it  smooths 
out  the  bumps,”  says  Cote.  Spiceworks 
claims  500,000  members.  “Inaccurate 
data  will  get  into  the  community  no  mat¬ 
ter  how  cleansed  it  is,  so  you  can’t  believe 
everything  you  read  on  the  Internet.” 

Drawing  from  the  collective  wisdom 
of  your  peers  can  sometimes  compro¬ 
mise  workplace  productivity.  Morton 
recalls  a  Spiceworks  conference  where  a 
member  was  rewarded  as  “a  power  con¬ 
tributor”  to  the  community.  “I  leaned 
over  to  the  person  next  to  me  and  whis¬ 
pered,  ‘Does  this  guy  have  a  job?  Where 
does  he  find  the  time?”’  he  chuckles. 

No  wonder  then  that  many  CIOs 
prefer  a  low  profile  within  these  com¬ 
munities,  clearing  center  stage  for  devel¬ 
opers  with  plenty  to  share  and  less  to 
lose.  Fortunately,  reducing  one’s  expo¬ 
sure  to  risk  doesn’t  have  to  eat  into  the 
value  proposition  of  online  collabora¬ 
tion.  With  the  right  amount  of  distance, 
discretion  and  critical  thinking,  today’s 
collaborative  IT  management  tools  can 
help  CIOs  tap  into  the  masses  for  expert 
IT  advice.  HEI 


Cindy  Waxer  is  a  freelance  writer  based 
in  Toronto.  To  comment  on  this  story  go  to 
www.cio.com/article/476127 . 
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essental  technology 


Don’t  Dump  Old  Notebooks  Yet 

New  netbooks  need  more  power  and  resolution  to  win  acceptance 


BY  ROBERT  LEMOS 

COMPUTING  |  Despite  the  reces¬ 
sion,  netbooks  are  in  strong  demand. 
Consumers  who  balked  at  spending 
$800  or  more  for  a  full-featured  laptop 
seem  willing  to  pay  half  that  for  fewer 
features  in  a  smaller  package.  Business 
people  are  buying  the  computers  too, 
as  personal  or  secondary  machines  for 
those  times  when  sleeker  is  better. 

Netbook  computers  have  changed  a 
lot  in  the  year  since  they  debuted.  When 
netbooks  hit  the  market  with  Asus’s 


release  of  the  Eee  PC,  they  typically  had 
7-  to  8-inch  screens.  Most  shipped  with 
the  Linux,  an  operating  system  consid¬ 
ered  daunting  by  many  users. 

With  the  arrival  of  netbooks  with  9- 
to  10-inch  screens  and  the  widespread 
availability  of  models  running  Win¬ 
dows  XP,  demand  has  taken  off.  The 
pint-sized  portable  computers  domi¬ 
nate  the  top  five  slots  on  Amazon.com’s 
list  of  best-selling  laptops,  most  sport¬ 
ing  prices  of  less  than  $400. 

Not  Ready  for  Primetime 

But  that  does  not  mean  that  netbooks  are 
ready  to  take  over  the  enterprise,  says 
Leslie  Fiering,  research  vice  president  for 
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mobile  computing  at  Gartner.  “They  are 
coming  in  as  companion  notebooks,  as 
second  notebooks,  that  workers  are  buy¬ 
ing  themselves,”  she  says.  “The  question 
is  whether  netbooks  are  ready  to  come  in 
as  a  sanctioned  corporate  laptop.” 

While  the  price  is  persuasive,  the 
machines  are  not  yet  mature  enough  for 
the  workplace,  Fiering  says.  Most  com¬ 
panies  need  Windows  XP  Professional 
or  Windows  Vista,  not  the  Windows 
XP  Home  edition  or  Linux  OS  loaded 


on  netbooks.  At  a  typical  1024-by-600 
pixels,  screen  resolution  is  too  low  for 
many  applications.  Surfing  the  Web,  for 
instance,  often  requires  users  to  scroll 
their  browsers  up  and  down  to  view 
a  full  page.  The  netbook’s  single-core 
processors  are  powerful  enough  to  run 
many  applications,  but  will  bog  down 
and  cause  delays  with  virus  checkers 
and  background  printing. 

“If  you  are  a  CIO  who  is  trying  to 
plan  for  the  future,  it  is  hard  to  com¬ 
mit  to  a  platform  like  that,”  says  Roger 
Kay,  founder  and  president  of  market 
researcher  Endpoint  Technologies 
Associates. 

More  powerful  netbooks  will  hit 


the  market  in  2009  and  2010.  That’s 
another  reason  for  businesses  to  wait, 
says  Fiering.  “There  is  no  system  or 
platform  stability,”  she  says.  “The  mod¬ 
els  are  going  to  churn  very  quickly,  so 
it’s  early  to  think  about  buying  them  for 
your  workers.” 

What’s  Hot  Now 

Top  dog  of  the  netbook  pack  is  Acer’s 
Aspire  One,  according  to  market  tracker 
DisplaySearch.  It  has  a  1.6GHz  Intel 
Atom  processor,  9-inch  screen,  512MB 
(upgradable  to  1GB)  of  main  memory,  a 
120GB  hard  drive  and  comes  with  Linux 
Lite.  It  weighs  2.2  pounds  and  sells  for 
under  $400.  Asus  sells  a  similarly  con¬ 
figured  machine,  the  Eee  PC  904HA, 
for  under  $400.  It  weighs  slightly  more 
than  3  pounds. 

HP  and  Dell  have  also  entered  the 
market.  HP’s  sub-$400  notebook,  its 
Mini  1010NR,  has  a  9-inch  screen, 
512MB  of  main  memory,  an  8GB  solid- 
state  drive,  comes  with  Windows  XP 
Home  and  weighs  2.3  pounds.  Dell  has 
a  similar  sub-$400  configuration,  the 
Inspiron  Mini  9,  weighing  2.3  pounds. 

One  certainty:  The  evolution  toward 
smaller  devices  will  continue,  says  Fier¬ 
ing.  “It  has  been  going  on  for  the  entire 
history  of  notebook  computers,”  she 
says.  “The  holy  grail  is  to  have  some¬ 
thing  the  size  of  a  Blackberry  that  has  all 
the  functionality  that  you  need.”  BX3 


Robert  Lemos  is  a  freelance  writer.  To  com¬ 
ment,  go  to  www.cio.com/article/470976. 


‘[Netbooks]  are  loomingas  second 
notebooks  that  workers  are  buying 
themselves.” 

-Leslie  Fiering,  VP  for  mobile  computing,  Gartner 
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The  airlines  need  new  business  model; 


SOMETIMES  IT'S  HARD  TO  TELL  THAT  A  BUSINESS  MODEL 

is  broken.  Then  events  startle  you  to  clarity.  For  instance:  The  same 
week  in  2007  that  Airbus  delivered  the  largest  passenger  plane  ever 
built  (four  jet  engines,  471  seats),  the  trade  magazine  Airfinance  Jour¬ 
nal,  citing  the  industry’s  cry  for  fuel  efficiency,  hailed  the  “return  of  the 
turboprop,”  an  airplane  invented  in  the  1930s  that  uses  a  gas  turbine 
to  turn  a  propeller. 

Other  times,  the  revelation  comes  in  numbers.  Ten  years  ago,  a  barrel 
of  oil  was  about  $16  and  flying  planes  was  lucrative.  U.S.  airlines  together 
made  $5.3  billion  in  1999,  which  would  be  the  industry’s  most  successful 
year  ever.  Collective  net  earnings  dropped  by  nearly  half  to  $2.5  billion 
the  following  year,  leading  to  five  years  of  losses  that  began  as  the  dotcom 
economy  burst.  Then  came  the  9/11  terrorist  attacks,  which  grounded 
planes  for  three  days  and  scared  customers  away  from  the  skies  for 
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months,  even  years.  Oil,  mean¬ 
while,  climbed  to  all-time  highs, 
eviscerating  any  hope  of  airline 
profits.  The  industry  was  prof¬ 
itable  in  2006  and  2007,  but 
now  we’re  in  an  economic  death 
spiral  that  touches  virtually  all 
industries  in  many  countries 
around  the  world.  When  the  air¬ 
lines  close  the  books  on  2008, 
they  are  expected  to  lose  up  to 
$10  billion— twice  as  much  as 
they  made  ten  years  ago. 

“You  just  kind  of  shake  your 
head,”  says  Carter  Stewart,  man¬ 
aging  director  at  Trans  World 
Consulting,  an  airline  consult¬ 
ing  firm  in  London.  After  nine 
years,  several  shotgun  mergers 
and  a  $15  billion  federal  bailout 
in  2001,  the  industry  is  no  better 
off,  he  says.  There  are  too  many  planes  flying  too  many  places, 
producing  high  demand  for  expensive  jet  fuel  and,  some  say,  an 
unwinnable  competition.  Customers  routinely  complain  that  they 
can’t  get  the  flights  they  want  when  and  where  they  want  them. 

So  the  airlines  are  trying  new  tactics,  such  as  cutting  flights, 
hedging  fuel  costs  and  offering  passengers  amenities  such  as 
in-flight  Wi-Fi.  Plus,  the  so-called  “unbundled  services  model” 
has  some  airlines  selling  everything  from  pillows  to  luggage 
space  to  meal  deals. 

But  these  tactics  require  technology  support— and  in  few 
industries  is  the  business  model  as  baked  into  the  IT  as  in  the  air¬ 
lines,  says  Stewart,  who  formerly  directed  project  management 
offices  at  American  Airlines,  TWA  and  London-based  Silver- 
jet.  Who  hasn’t  stood  in  front  of  an  agent  at  the  airport,  listened 
to  her  clack  on  an  unseen  keyboard  for  several  minutes— no 
mouse,  no  touch  screen— only  to  hear,  “I’m  sorry,  the  system 
won’t  let  me  do  that”? 

Most  legacy  proprietary  reservations  systems  can’t  do 
everything  a  Web-based  booking  system  can  do,  such  as  pre¬ 
sell  an  onboard  snack  to  one  customer  and— at  Air  Canada 
anyway— subtract  the  cost  of  that  snack  for  another  customer 
who  wants  to  bring  his  own.  “Technology  is  lagging  where 
airlines  want  to  be  right  now,”  says  Darin  Lee,  a  consultant  who 
specializes  in  the  economics  of  the  airline  industry  at  LECG, 
an  economics  consulting  firm. 

How  some  airline  CIOs  are  grappling  with  the  crisis  brings 
lessons  to  other  IT  leaders  facing  near-crippling  economics, 
where  major  new  systems  development  is  being  deferred,  layoffs 
appear  likely  and  budgets  are  being  starved  to  conserve  cash. 

For  example,  Southwest  Airlines,  which  used  to  be  known 


as  a  no-frills  cattle-caller,  now  uses  technology  to  provide  dam- 
near  luxury  services  to  its  customers,  such  as  the  ability  to 
change  flights  with  no  fee.  Sabre  Holdings,  which  provides  res¬ 
ervation  systems  and  other  software  and  services  to  Southwest 
and  American  Airlines,  among  hundreds  of  others,  is  using 
deft,  money-saving  ways  of  handling  IT  labor  issues.  And  Pin¬ 
nacle,  a  low-cost  regional  carrier  based  in  Memphis,  Tenn.,  is 
finding  success  by  approaching  IT  as  neither  a  cost  center  nor 
a  source  of  innovation  but  as  a  risk  to  be  managed. 

All  you  hear  about  the  alignment  of  people,  process  and 
technology  with  business  strategy  is  playing  out— quite  pain¬ 
fully— in  the  airline  industry. 

“A  lot  of  people  questioned  my  sanity,  coming  to  an  airline,” 
says  Jeff  Dato,  who  joined  Pinnacle  as  vice  president  of  risk 
management  and  IT  in  2006.  “We’re  all  one  bad  day  from  hav¬ 
ing  our  doors  close,”  he  says  of  the  turbulent  industry.  Then 
again,  he  adds,  this  challenging  time  “is  a  wonderful  opportu¬ 
nity  to  make  an  impact.” 

Designing  IT  for  Customers 

As  much  as  consumers  may  perceive  “the  airlines”  as  a  mono¬ 
lithic  business— created,  it  sometimes  seems,  to  make  travel  as 
hellish  as  possible— each  carrier  deals  with  different  IT  prob¬ 
lems  and  business  problems. 

At  US  Airways,  the  CIO  spot  has  been  vacant  since  Joe  Beery 
left  late  last  year  to  become  SVP  and  CIO  at  pharmaceutical  com¬ 
pany  Invitrogen.  At  Continental  Airlines,  work  recently  started 
to  integrate  its  reservations,  ticketing  and  other  systems  with 
those  of  the  Star  Alliance,  a  network  of  21  airlines  that  share 
customers.  Any  difficulties  that  may  arise  from  the  technology 


At  Pinnacle  Holding,  IT 
investments  must 
reduce  financial  risk,  says 
Jeff  Dato,  vice  president 
of  risk  management  and  IT. 
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integration  present  a  “significant”  financial  risk  to  Continental, 
according  to  documents  the  airline  filed  with  the  Securities  and 
Exchange  Commission. 

Meanwhile,  American  and  United,  which  have  been  around 
for  decades,  use  some  technology  that  is  also  decades  old.  Chang¬ 
ing  these  systems  can  take  a  lot  of  time  and  requires  program¬ 
mers  to  know  the  proprietary  software  well,  says  Raphael  Bejar, 
CEO  of  Airsavings  SA,  an  airline  IT  provider.  Even  former 
scrappers  like  Southwest  and  JetBlue  now  have  legacy  technol¬ 
ogy  that  can  limit  the  services  they  offer  and  the  ways  they  can 
spark  revenue,  Bejar  says.  While  each  carrier  has  its  own  prob¬ 
lems,  some  issues  stretch  across  companies.  Namely, 
at  every  airline,  everyone  from  the  CEO  down  must 
fight  to  win  customers,  while  at  the  same  time  getting 
as  much  revenue  as  possible  from  each  one. 

Several  airlines,  such  as  US  Airways  and  United, 
now  charge  for  pillows,  headsets  or  other  niceties 
aboard  the  plane,  as  well  as  for  services  such  as  check¬ 
ing  bags.  These  items  used  to  be  folded  into  the  cost  of 
a  ticket.  The  idea  now  is  to  let  customers  choose  which 
products  to  buy,  thereby  generating  new  revenue. 

Flight  attendants  and  gate  agents  conduct  the 
transactions  in  various  ways.  US  Airways,  for  exam¬ 
ple,  is  testing  handheld  devices  from  Guest  Logix  to 
process  credit  card  payments  onboard  its  planes.  The 
goal  is  to  eliminate  cash  in  flight  this  year,  says  Lisa 
LeCarre,  the  president  of  the  union  for  US  Airways 
Phoenix-based  flight  attendants.  Selling  items  on  the 
plane  rather  than  at  the  time  of  ticketing  means  that 
these  transactions  don’t  go  through  US  Airways’  res¬ 
ervation  systems— minimizing  the  IT  work  necessary 
to  process  the  purchases. 

Air  Canada,  however,  goes  further  with  unbun¬ 
dling,  offering  a  buffet  of  options  for  fliers  to  buy  or 
reject  when  booking  a  ticket.  Air  Canada  built  the 
Web-based  system  in  2006,  separate  from  its  tra¬ 
ditional  reservation  service  provided  by  Galileo.  A 
year  later,  Galileo  built  a  desktop  version  to  roll  out 
to  travel  agents  so  they,  too,  could  access  the  a  la  carte 
products  that  Air  Canada  now  offers. 

Customers  at  the  airline’s  website  can  choose  from 
four  levels  of  options,  with  goods  and  services  rang¬ 
ing  in  price.  For  example,  passengers  can  add  extra 
services  to  their  fare,  such  as  prebuying  a  meal  and 
a  snack  at  a  discount.  Sometimes,  customers  can  opt 
for  ticket  discounts,  too. 

The  strategy  seems  to  be  working  for  Air  Canada. 

As  of  last  September,  ancillary  revenue  per  passen¬ 
ger  totalled  $210  million,  up  $71  million  since  2005, 
according  to  a  company  presentation  to  investors. 

And  49  percent  of  customers  choose  a  ticket  fare  other 


than  the  lowest  available. 

Trans  World’s  Stewart  predicts  that  unbundling  will  be 
short-lived.  The  revenue  gained  from  selling  add-on  products 
can’t  fully  compensate  for  volatile  fuel  prices  raising  flight  costs 
and  too  many  available  seats  pushing  ticket  prices  down,  he 
says.  Plus,  modifying  legacy  reservation  systems  across  the 
industry,  such  as  Galileo,  Sabre  and  others,  to  track  all  the 
products  available  from  the  airlines  and  the  hundreds  of  sales 
combinations  will  take  too  long  and  cost  too  much,  he  says. 

An  airline  bringing  the  idea  to  a  reservation  systems  sup¬ 
plier,  he  says,  would  probably  hear  a  response  that  asked  for 


Gray  Skies 


It  took  five  years  after  the  9/11  terrorist  attacks  for 
airlines  to  regain  profits,  as  passenger  volumes 
recovered.  But  recent  record  oil  prices  and  a  world¬ 
wide  recession  have  dealt  another  blow. 
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Allowing  customer 
to  choose  their  seats  in 
advance  meant  Southwest 
Airlines  CIO  Jan  Marshall 
had  to  replace  many 
back-end  systems. 


a  feasibility  study,  requirements  documentation,  a  change 
request  and  time  for  testing.  Then  the  reservation  vendor 
would  develop  a  quote  for  the  job.  “All  of  this  would  take  four 
or  five  months  and  nothing’s  been  done  yet,”  he  says.  “These 
types  of  things  are  very  slow.” 

Southwest,  meanwhile,  is  using  IT  in  a  different  way  to  tar¬ 
get  customers.  Business  and  IT  strategists  with  the  company 
maintain  that  charging  extra  for  such  items  as  snacks  bothers 
customers.  “We  don’t  expect  our  customers  to  have  to  pay  for 
every  little  service  we  offer,”  says  Jan  Marshall,  Southwest’s 
CIO.  “It’s  part  of  flying.” 

Instead,  Southwest  is  trying  to  attract  passengers  by  making 
flying  more  pleasant.  In  2006,  Southwest  executives,  seeing  the 
strain  the  airline  industry  was  enduring,  discussed  ways  to  main¬ 
tain  market  share  by  improving  their  customers’  experience.  One 
simple  question,  Marshall  says,  set  off  hot  debate  and  ultimately 
spawned  a  major  IT  project:  Should  Southwest  assign  seats? 

The  airline  had  historically  asked  customers  to  wait  at  the 
gate  and  be  seated  on  a  first  come,  first  served  basis— kind  of 
like  lining  up  for  concert  tickets.  Then  it  switched  to  group 
boarding;  For  a  while,  agents  handed  out  colored  boarding 
cards  to  each  waiting  passenger.  Then  management  wondered 
whether  to  refine  seat  assignments  further. 


Marketers,  technologists  and  operations  spe¬ 
cialists  alike  fanned  out  at  various  airports  to  test 
theories  on  live  customers,  then  watch  their  behav¬ 
ior.  Such  customer  anthropology  can  mean  the  dif¬ 
ference  between  wasted  and  well-spent  IT  dollars, 
Marshall  says. 

“What  we  discovered  was  that  our  customers 
didn’t  want  assigned  seats.  They  wanted  to  pick 
their  seats  but  didn’t  want  to  stand  in  line,”  she  says. 
“Our  people  saw  that  right  away  without  building  a 
prototype  system  back  in  headquarters  that  might 
have  made  the  wrong  assumptions.”  However,  from 
this  research  grew  an  eight- month  project  that,  at  its 
height,  involved  more  than  500  employees  across 
the  company  as  well  as  outside  contractors. 

Southwest  defined  three  objectives:  to  assign  board¬ 
ing  classes  to  all  ticket  holders;  to  let  customers  choose 
to  pay  $10  or  $20  to  board  early;  and  to  single  out  Busi¬ 
ness  Select  members  (Southwest’s  elite  frequent  flyers) 
to  board  first.  To  accomplish  these  goals  Southwest  is 
replacing  many  of  its  back-end  systems  with  a  service- 
oriented  architecture  built  on  SAP  financial  and  HR 
applications,  among  other  investments. 

The  company  divided  IT  workers  into  about  15 
teams  to  work  on  the  various  platforms  on  which 
Southwest  does  business.  These  include  its  web¬ 
site,  the  frequent  flyer  and  airport  systems,  revenue 
reporting,  as  well  as  the  reservation  engine  and 
booking  system.  “When  we  roll  something  out,  we  roll  it  out  to 
all  our  customer  touch  points,”  Marshall  says. 

Marshall  declines  to  say  what  the  project  cost.  But  work¬ 
ing  many  changes  to  legacy  systems  is  a  burden  airlines  must 
shoulder,  says  Bejar  of  Airsavings. 

Updating  the  Legacy  Collection 

In  the  early  1960s,  American  Airlines  and  IBM  built  Sabre  and 
wowed  the  computing  world  with  what  was  then  the  largest 
real-time  corporate  data  processing  system.  Sabre  became  an 
independent,  publicly-held  company  in  2000;  today  it’s  a  $3 
billion  private  firm  with  thousands  of  customers.  The  Sabre 
application  remains  one  of  the  biggest  corporate  software  sys¬ 
tems,  spanning  from  mainframe  to  Java  technology. 

Sabre  must  support  a  variety  of  business  models,  such  as 
unbundled  or  traditional  ticketing,  and  everything  in  between, 
because  of  the  variety  of  customers  it  serves,  says  Barry 
Vandevier,  Sabre  CIO. 

As  Sabre  has  evolved  into  an  airline  IT  solutions  provider, 
the  company  has  focused  on  separating  business  rules  from 
its  code.  Legacy  mainframe  environments  from  Sabre’s  origins 
were  more  rigid  than  today’s  technology.  Sabre  has  invested 
heavily  in  open  systems  and  next-generation  rules  engines.  In 
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consumption  through  consolidation 
o  Optimizing  your  data  center  to  protect  your 
assets  and  prepare  for  the  future 
o  Virtualizing  to  simplify  ongoing  support  and 
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to  bridge  gaps 
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Bringing  SharePoint  into  Compliance 
with  Autonomy  ControlPoint 


As  litigation  rises  as  a  result  of  the  global  financial 
crisis,  compliance  with  the  Federal  Rules  of  Civil 
Procedure  is  anything  but  optional. 

Under  this  regulation,  sound  management  of 
information  governance  policies  is  crucial  -  but 
unexpected  challenges  have  come  to  light 
with  the  rapid  proliferation  of  Microsoft  Office 
SharePoint  Server. 
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platform  for  SharePoint  information  governance, 
provides  the  only  solution  for  real-time,  policy- 
driven  control  of  information. 


By  enhancing  SharePoint’s  existing  governance 
capabilities,  ControlPoint  enables  SharePoint 
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without  sacrificing  performance. 
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Named 

Email  and  Compliance  Vendor  of  the  Year 

by  Financial-i 


www.autonomy.com 


COVER  STORY  Innovation 


areas  where  it  still  utilizes  mainframes,  Vandevier  can  encap¬ 
sulate  the  mainframe  logic  as  a  service  while  using  an  open 
system  environment  or  rules  engine  to  enable  the  needed  flex¬ 
ibility.  “This  doesn’t  happen  overnight.  We’ve  been  leveraging 
this  product  for  a  lot  of  customers  for  a  long  time.” 

He  is  trying  to  make  modifications  to  the  granddaddy  Sabre 
software  happen  faster  by  using  agile  development  techniques. 
Every  two  to  four  weeks,  a  component  is  delivered  for  tire 
kicking  and  criticism  from  Southwest,  American  or  any  other 
appropriate  constituency.  “Five  years  ago,  that  pace  and  part¬ 
nership  wasn’t  happening,”  he  says. 

The  challenge  is  broader  than  making  changes  to  accom¬ 
modate  unbundled  product  offerings.  Getting  the  airlines’  IT 
teams  and  Sabre’s  people  to  work  in  lockstep  is  key  to  deliver¬ 
ing  any  enhancements  in  time  to  capitalize  on  them,  Vandevier 
says.  That  starts  at  the  top. 

For  example,  Vandevier  has  a  dedicated  team  that  he  con¬ 
siders  an  extension  of  Southwest’s  IT  department  to  handle 
change  requests  or  new  reservation  features.  Marshall  and 


data  warehousing  and  business  intelligence.  Buenos  Aires  is 
where  Sabre  focuses  on  marketing  applications;  a  short  time 
difference— two  hours  between  it  and  Sabre’s  Dallas  offices— 
make  meetings  convenient. 

In  the  United  States  is  where  strategic  planning  of  new 
products  and  services  and  caretaking  of  the  Sabre  reserva¬ 
tion  system,  among  other  tasks  occur.  Ongoing  work  includes 
converting  major  Sabre  products  to  open  systems  technology. 
Such  projects  include  the  newer  SabreSonic  Customer  Sales  and 
Service  customer  relationship  management  system,  as  well  as 
GetThere,  an  application  big  companies  use  internally  to  book 
business  travel. 

Development  for  a  single  project  is  usually  confined  to  one 
or  two  locations.  Any  more  than  that  makes  it  hard  to  coordi¬ 
nate,  and  project  managers  can  lose  track  of  who’s  doing  what 
when,  Vandevier  says.  To  help,  Sabre  recently  built  a  social 
networking  site  named  Cubeless,  to  help  far-flung  IT  staff  get 
to  know  each  other  and  pose  technology  or  business  questions 
broadly  across  the  company.  All  9,000  employees  have  a  pro- 


WHO  HASN'T  STOOD  in  front  of  an  agent  at  the  airport,  listened  to 
her  clack  on  an  unseen  keyboard  for  several  minutes— no  mouse,  no  touch 
screen— only  to  hear,  "I'm  sorry,  the  system  won't  let  me  do  that"? 


Vandevier  talk  through  what  has  to  happen  technologically 
and  managerially  on  both  sides.  Every  month,  they  review  in 
detail  the  projects  underway. 

But  CIOs  talking  doesn’t  mean  any  real  work  gets  done, 
Vandevier  jokes,  so  he  likes  to  have  Sabre  IT  people  on  a  given 
project  connect  with  counterparts  at  Southwest  more  than  he  is  in 
touch  with  Marshall.  “Interaction  at  all  levels  is  critical,”  he  says, 
interlocking  his  fingers  to  show  how  tight  he  wants  the  teams. 

Southwest  builds  its  own  Web  applications.  But  when  the  time 
arrives  to  build  interfaces  between  Southwestcom’s  back-end  soft¬ 
ware  and  Sabre’s  reservation  system,  Vandevier’s  staff  steps  up. 

With  any  IT  project,  Vandevier  carefully  considers  to  which 
country  he  assigns  the  work.  In  2003,  85  percent  of  Sabre’s 
workforce  was  in  the  United  States.  By  2006,  it  was  45  per¬ 
cent.  The  migration  was  planned  to  take  advantage  of  deep 
skills  available  for  lower  pay  offshore.  “We’re  pushing  for  more 
efficiency,”  he  says. 

IT  work  can  occur  in  any  of  the  countries,  but  each  has  a 
specialty.  In  Poland,  where  many  on  staff 
have  earned  master’s  degrees  in  computer 
science,  Sabre  employees  concentrate  on 
serving  growing  business  in  the  Asia- 
Pacific  region  (although  they  also  serve 
other  regions).  In  India,  Sabre’s  slant  is 


file  page  to  populate  with  pictures  and  personal  and  profes¬ 
sional  details.  The  travel  agencies  using  Sabre  and  internal 
call  centers  are  on  Cubeless,  too. 

Distributing  the  workforce  may  complicate  logistics  but  is 
a  good  financial  hedge,  Vandevier  says.  Treating  IT  overall 
as  a  risk  to  hedge,  in  fact,  can  help  CIOs  react  more  nimbly 
to  change. 

IT  Through  Reality  Glasses 

Pinnacle  Holding  is  no  American  or  Southwest  or  even  an 
ATA.  The  $790  million  Pinnacle  runs  two  regional  carriers 
that  fly  customers  around  35  states  and  Canada  for  Delta, 
Northwest  (its  former  parent  company)  and  other  big  names. 
But  this  small  airline  is  taking  bold  steps  to  manage  IT  more 
flexibly  and  more  cost-effectively,  so  it’s  easier  to  change  course 
with  the  business  climate.  Namely,  Pinnacle  approaches  IT  as  a 
risk  to  be  managed  and  one  that  can  help  mitigate  risks  in  other 
parts  of  the  company.  At  Pinnacle,  IT  is  not  a  cost  to  be  borne  or 
a  magical  savior  that  transforms. 

Senior  executives  at  Pinnacle  are 
“extremely  conservative,”  says  Dato,  the 
vice  president  of  risk  management  and 
IT.  He  was  hired  in  2006  to  help  the  com¬ 
pany  manage  IT  risks  and  those  inherent 
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The  formula  one  racing  car  is  the  most  complex  and  advanced  car  in  the 
world,  packing  research  in  aerodynamics,  engine  technology,  brakes,  tires 
and  modelling.  It  has  more  in  common  with  a  jet  plane  than  it  does  with  a  high 
performance  car.  Tata  Consultancy  Services  (TCS)  works  with  Scuderia  Ferrari 
before,  during  and  in-between  races  to  help  their  cars  go  even  faster.  As  one  of 
the  world's  fastest  growing  technology  and  business  solutions  providers,  TCS 
ensures  that  all  mechanical  and  electronic  systems  perform  at  their  optimum 
under  levels  of  extreme  stress.  Managing  pressure  and  troubleshooting  in 
a  situation  where  every  little  advantage  makes  a  huge  difference.  And  of  course, 
enabling  Ferrari  to  experience  certainty. 
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To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 


DISTRIBUTING  THE  WORKFORCE  may  complicate  logistics  but  is  a 
good  financial  hedge,  says  Barry  Vandevier,  CIO  of  Sabre.  Treating  IT 
as  a  risk  to  hedge  can  help  CIOs  react  more  nimbly  to  change. 


in  being  a  growing  airline  in  a  chaotic  economy.  Dato  joined 
Pinnacle  after  consulting  there  for  about  five  months,  from 
KPMG.  “I’m  not  a  technologist,”  he  points  out.  “I’m  in  risk  and 
operational  efficiency.” 

A  risk-based  approach  to  technology  is  the  successor  to 
managing  IT  as  a  portfolio  of  investments,  says  Jim  Sutter, 
principle  at  The  Peer  Consulting  Group  and  a  former  tech¬ 
nology  executive  at  Xerox  and  Rockwell.  That  is,  instead  of 
balancing  IT  projects,  CIOs  should  think  purely  as  business 
executives,  partnering  with  a  peer  to  lobby  for  a  given  project 
within  the  overall  priorities  of  the  company.  Being  focused  on 
risk  means  emphasizing  how  a  project  will  prevent  mistakes 
that  the  company  might  otherwise  make,  Sutter  advises. 

One  of  the  first  conversations  Dato  had  with  C-level  execu¬ 
tives  was  about  the  nature  of  risk.  Some  is  allowable;  but  some 
specific  risks  shouldn’t  go  unchecked.  “There’s  good  risk  and 
bad  risk,  like  cholesterol,”  he  says. 

On  the  bad  side,  for  three  years  after  its  spin-off,  former 


parent  Northwest  was  Pinnacle’s  only  customer.  The  deal 
precluded  Pinnacle  from  flying  for  anyone  else.  Pinnacle  rene¬ 
gotiated  in  2006,  settling  on  an  agreement  that  cut  its  revenue 
from  Northwest  by  about  half  but  left  it  free  to  fly  for  competing 
airlines.  Diversifying  customers  is  key  to  managing  financial 
and  operational  risk,  he  says. 

Now  an  example  from  the  “good  risk”  category.  Pinnacle’s 
board  requires  Dato  to  provide  metrics  showing  why  it  should 
fund  IT  requests.  Board  members  want  the  usual:  estimated 
costs  and  returns  expressed  financially  and  operationally.  But 
they  also  want  a  narrative  explanation  of  how  the  numbers  will 
be  achieved.  Telling  a  story  at  a  human  level  makes  the  risk 
calculation  more  tangible,  he  says.  To  that  end,  in  2007  Dato 
built  a  case  for  a  new  Web-based  training  system. 

Ground  crews,  pilots  and  flight  attendants  come  to  Mem¬ 
phis,  Tenn.,  headquarters  regularly  to  refresh  safety,  mechani¬ 
cal  and  other  training.  What  the  board  didn’t  know,  Dato  says, 
was  that  this  travel  amounted  to  60,000  nights  per  year  in 
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hotel  stays.  A  training  management  system  from  Plateau  Sys¬ 
tems  that  Dato  proposed  would  provide  online  access  to  most 
courses,  saving  one  to  three  nights  of  travel  per  person,  per  year 
and  “hundreds  of  thousands  of  dollars.”  The  board  could  have 
elected  to  spend  the  project  money  on  other  things,  Dato  says. 
But  the  numbers  and  anecdote  together  helped  convince  them 
to  spend  it  on  the  IT  work  and  avoid  the  greater  financial  risk 
of  bringing  employees  to  headquarters  for  training. 

Overall,  Dato  is  evaluating  Web  replacements  for  nearly 
all  of  Pinnacle’s  software,  which  was  a  mix  of  various  applica¬ 
tions  from  different  vendors,  none  of  which  was  built  to  work 
together.  By  midyear,  most  systems  will  be  Web-based,  some 
hosted  offsite  in  software-as-a-service  configurations,  he  says. 
The  list  of  systems  includes  financials,  human  resources  and 
aviation  maintenance,  among  others. 

Lawson’s  Human  Capital  Management  suite,  for  example, 
replaces  a  group  of  legacy  systems  used  for  managing  job  appli¬ 
cants’  data.  Pinnacle  HR  employees  had  to  enter  data  manu¬ 
ally  and  generate  29  pieces  of  paperwork  for  each  job  seeker, 
according  to  Lawson.  Being  able  to  access  this  information 
online,  along  with  employee  personnel  records  and  training 
certifications,  cuts  Pinnacle’s  compliance  risk,  Dato  says.  “Our 
world  is  heavily  regulated.  We  needed  this  information  more 
available  and  more  complete  for  audits.” 


Fortunately  for  Pinnacle,  with  most  of  this  spade  work  com¬ 
pleted  in  2007  and  2008,  Dato  and  his  30  IT  staff  will  ride 
through  2009  and  into  2010  tweaking  and  strengthening  con¬ 
trols.  They  won’t  have  to  scratch  their  eyes  out  trying  to  figure 
out  which  necessary  IT  projects  to  defer  as  cash  dries  up,  the 
way  many  CIOs— in  the  airline  industry  and  elsewhere— will 
spend  the  coming  year. 

Each  of  these  airlines  hopes  it’s  making  the  right  business, 
and  therefore  technology,  choices.  But  no  one  will  know  for  sure 
until  the  recession  abates  (one  hopes)  and  customers  accept  or 
rebuff  the  new  products,  consultant  Lee  says. 

“Airlines  have  been  through  a  number  of  recessions,  it’s  true. 
But  this  is  not  your  garden-variety  recession,”  he  says.  It’s  deep 
and  it’s  global,  he  says,  which  means  few,  if  any,  bright  spots  for 
the  aviation  industry.  But  anyone,  in  the  airline  business  or  not, 
who  stands  still  will  get  plowed  under,  adds  Bejar. 

“There  are  two  types  of  technology  people,”  he  says.  There 
are  those  who  say  that  this  is  the  right  time  to  invest  to  prepare 
for  upcoming  growth.  And  there  are  those  who  won’t  do  any¬ 
thing,  waiting  for  the  crisis  to  end.  “Those,”  he  says,  “are  the 
ones  who  tend  to  disappear.”  E3EI 


Senior  Editor  Kim  S.  Nash  can  be  reached  at  knash@cio.com.  To  com¬ 
ment  on  this  story,  go  to  www.cio.com/article/476124. 
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A  new  CIO  grapples  with  howto 
sell  the  value  of  IT  investments  and 
confronts  a  past  failure 

BY  ROBERT  D.  AUSTIN, 

RICHARD  L.  NOLAN  AND 
SHANNON  O’DONNELL 


SECOND  IN  A  SERIES 


The  story  so  far:  Jim  Barton,  the  head  of  loan  operations  for financial  services  company 
IVK,  has  been  tapped  as  the  CIO  by  the  company ’s  new  CEO,  Carl  Williams.  The  previous 
CIO,  named  Davies,  has  been  fired.  When  Barton  runs  into  Davies  on  a  local  running 
path  a  few  days  later,  he  finds  out  that  Davies  already  has  a  new  job— and  thinks  Barton 
is  doomed.  Barton  must  restore  Williams’s  confidence  in  IT  while  he  learns  on  the  job. 


The  Adventures 
of  an  IT  Leader 

By  Robert  D.  Austin,  Richard  L. 
Nolan  and  Shannon  O’Donnell 

Harvard  Business  Press, 
April  2009,  $29.95 


FRIDAY,  APRIL  6, 4:20 

BARTON’S  MUSINGS  about  IT  value  finally  sent  him  down  the  hall  to  consult 
with  Bernie  Ruben,  director  of  the  IT  department’s  Technical  Services  Group. 

Barton  gave  him  an  overview.  “Carl  is  going  to  want  to  hear  our  ideas  about 
how  to  measure  IT  value.” 

Ruben  nodded.  “You  can  distinguish,  not  just  in  IT  but  in  other  areas  too, 
between  investments  that  are  merely  “qualifiers”  that  keep  you  in  business  and 
investments  that  help  you  compete.  It’d  be  interesting  to  know  how  much  of 
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the  IT  budget  we  spend  to  qualify  versus 
how  much  we  spend  to  compete.” 

“And  we  could  try  to  affect  the  distribu¬ 
tion  of  expenditures  across  those  categories 
over  time,”  said  Barton.  “If  we  can  reduce 
costs  for  running  qualifiers,  then  even  if 
their  numbers  increase,  we  might  be  able 
to  reduce  our  total  spend  on  them.  I  like  the 
idea  of  taking  a  run  through  our  portfolio 
with  these  categories  in  mind.  Any  chance 
you’d  be  willing  to  take  the  lead  on  this?  I’ll 
get  Gary  Geisler  to  help.”  Geisler  was  the 
IT  department’s  financial  guru. 

“I’ll  do  that  and  get  with  Geisler  to  pre¬ 
pare  for  the  value  discussion.  First  thing 
Monday  morning.” 

Barton  returned  to  his  office,  encour¬ 
aged  by  Bernie’s  [ideas],  but  still  feeling 
unsettled.  Maybe  from  a  different  van¬ 
tage-point  he  could  see  a  way  forward. 

If  IVK  is  the  forest,  thought  Barton, 
perhaps  I  should  start  with  the  value 
of  IVK?  Then  at  least  I  can  establish  an 
upper  bound  of  the  value  of  IT. 

Although  he  knew  it  to  be  a  controver¬ 
sial  measure,  one  estimate  of  a  company’s 
value  is  the  price  at  which  investors  are 
willing  to  buy  its  common  stock.  How 
much  did  IT  contribute  to  this  value? 

The  flip  side  of  this  question  was  also 
important:  How  much  did  IT  diminish 
this  market  value?  Barton  remembered 
celebrating  when  I  VK’s  stock  price  passed 
$75,  giving  IVK  a  market  value  of  almost 
$4.8  billion.  Just  one-and-a-half  years  later, 
after  a  disappointing  financial  result,  IVK 
had  lost  more  than  half  of  its  market  value. 
What  role  did  IT  play  in  that  loss? 

WEDNESDAY, 

MAY  2, 1:30  P.M.... 

The  most  recent  leadership  team  meeting 
had  included  a  discussion  of  the  com¬ 
pany’s  approach  to  allocating  resources. 
Each  department  would  assess  its 
approach  to  resource  allocation  and  pro¬ 
pose  improvements  to  increase  return  on 
investment.  In  IT,  this  meant  improving 
processes  for  figuring  out  which  projects 
deserved  investment. 

But  Barton  had  just  come  from  lunch 
with  Paul  Fenton,  whose  infrastructure 
and  operations  domain  included  IT  secu¬ 


rity.  Fenton  had  mentioned  a  concern  that 
John  Cho,  the  department’s  top  security 
expert,  had  expressed.  “We  can  close 
those  security  holes  Cho  is  most  worried 
about  with  an  upgrade  project,”  Fenton 
had  said.  “We’ve  tried  to  get  it  funded 
twice  now.  Davies  never  could  make 
much  headway.” 

“Why  not?” 

Fenton  looked  uncomfortable.  “I’m  not 
sure,”  he  said.  “Geisler  probably  has  the 
most  complete  picture.”  Barton  thought 
he  was  leaving  something  unsaid. 

“I’m  meeting  with  him  after  lunch.  I’ll 
take  it  up  with  him.” 

Later,  in  a  meeting  with  Geisler,  Barton 
started  with  Fenton’s  security  issue.  “I’d 
like  to  get  this  project  done.” 


“We  can  close 
those  holes 
with  an  upgrade 
project,”  Fenton 

had  said.  ‘We’ve 

tried  to  get  it 
funded  twice.” 


Now  Geisler  looked  uncomfortable. 
“We  have  a  few  slush  funds.  For  when  we 
can’t  get  important  projects  approved.” 

“Why  can’t  we  get  our  projects  through 
the  same  decision  processes  we  use  for 
business  unit  projects?” 

“We  have  trouble  getting  some  projects 
approved.  Especially  the  deeply  technical 
ones.” 

“So  somebody  thought  this  was  not  as 
important  as  the  things  that  we  did  fund?” 
asked  Barton. 

“That’s  one  interpretation,”  said  Gei¬ 
sler.  “John  thinks  there’s  a  security  hole. 
But  it’s  more  a  professional  opinion  than 
a  specific  threat.  So  the  project  aimed  at 
plugging  this  hole  keeps  losing  out.” 

“That’s  nonsense,”  said  Barton.  “Did 
Davies  present  it?  I  might  have  been  at 
the  meeting.” 

Barton  thought  Geisler  grew  paler:  “It 
was  technical  and  didn’t  go  over  well.” 

Who  argued  against  this  project?” 


Geisler  said  nothing.  Barton  waited. 

“Well,”  Geisler  said,  indignation  slip¬ 
ping  into  his  voice,  “as  I  remember  it...you 
were  the  biggest  critic.” 

Barton  had  no  memory  of  the  meeting, 
but  he  had  often  complained  about  the 
way  IT  presented  its  project  proposals. 

“What  did  I  say?”  Barton  asked. 

“You  said  they  should  come  back  when 
they  could  speak  English.” 

Barton  remembered.  Davies  had 
flushed  bright  red.  Now  Geisler’s  recount¬ 
ing  of  the  events  on  that  day  made  Barton’s 
own  face  warm.  “Well,”  said  Barton,  recov¬ 
ering  weakly,  “that  was  unfair  of  me.” 

“Cho  thought  so.  He  almost  left  the 
company.” 

Barton  would  need  to  follow  up  on  this. 
The  company  needed  John  Cho.  Yet  another 
reason  why  this  upgrade  project  would 
have  to  be  approved  this  time  around. 

“Maybe  we  need  to  get  better  at  present¬ 
ing  our  cases  to  justify  IT  projects.” 

“Maybe,”  admitted  Geisler. 

“Two  objectives,”  said  Barton,  reso¬ 
lutely.  “First,  I  want  to  find  a  way  to  fund 
this— an  aboveboard  way.  Second,  I  want 
us  to  review  the  process  we  use  to  decide 
how  to  allocate  IT  budget  dollars,  how 
we  decide  what  priorities  to  fund.  And, 
as  this  situation  demonstrates,  we  need 
to  improve  the  process.” 

NEXT:  THE  WRATH 
OF  THE  CEO 

Excerpted  from  The  Adventures  of  an 
IT  Leader  by  Robert  D.  Austin,  Richard  L. 
Nolan  and  Shannon  O’Donnell,  Harvard  Busi¬ 
ness  Press,  April 2009.  Austin  is  a  professor  at 
Copenhagen  Business  School  and  an  associate 
professor  ( on  leave)  at  Harvard  Business  School. 
Nolan  is  a  professor  at  the  Foster  School  ofBusi - 
ness  at  the  University  of  Washington,  Seattle, 
and  a  professor  emeritus  at  Harvard  Business 
School.  O’Donnell  is  a  PhD  fellow  at  Copenha¬ 
gen  Business  School  and  a  former  director  and 
dramaturg  at  People’s  Light  and  Theatre  in 
Philadelphia.  QQ 


To  comment  on  this  article  and  to  read 
the  first  installment,  go  to  www.cio.com/ 
article/476120. 
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but  hey  there,  aren  t  you 
Starbucks’  new  CIO! !  ? ? 


Bold  changes  are 
brewing  in  IT  with  the 
advent  of  new  Gen-X 
leadershipfromCIO 
Stephen  Gillett 

BY  THOMAS  WAILGUM 


Sharp-eyed  and  highly  caffeinated  regulars  might  have  noticed  the  brand- 

new  employee  at  the  Mercer  Island  Drive-Thru  Starbucks  in  November.  The 
newbie,  wearing  the  standard-issue  green  apron,  was  receiving  a  crash  course 
in  just  about  every  function  at  the  1,800-square-foot  store.  He  took  a  turn  as 
a  barista,  manned  the  drive-thru,  handed  out  samples  to  customers,  took  out 
the  trash  and  assisted  a  patron  who  was  trying  to  connect  to  the  Wi-Fi  net¬ 
work.  He  tinkered  with  the  store’s  point-of-sale  (POS)  system.  He  even  did 
some  scheduling. 

What  customers  likely  didn’t  realize  was  that  the 
nearly  six-foot,  three-inch  man  offering  them  free  cookie 
and  coffee  samples  was  not  just  any  barista.  He  was  Star- 
bucks’  new  SVP  and  CIO,  Stephen  Gillett.  To  Gillett,  who 
frothed  lattes  last  fall  as  part  of  the  coffeemaker’s  week- 
long  employee  immersion  process,  nearly  every  business 
and  customer-facing  process  in  the  store  was  new. 


Reader  ROI 

::  Why  Starbucks  is 
focusing  on  cus¬ 
tomer  relationship 
management 

::  How  a  next-gen 
CIO  is  driving  that 
change 
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Starbucks  SVP  and 
CIO  Stephen  Gillett 

worked  the  Mercer 
Island  Drive  Thru 
last  fall  as  part  of  an 
executive  immersion 
Hi  program. 
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“They  do  a  lot  of  manual  things  and  a  lot  of 
automated  things  using  systems  and  process. 
For  me,  it  amplified  the  expediency  to  deliver 
transformational  technology  platforms.” 

-STARBUCKS  SVP  AND  CIO  STEPHEN  GILLETT 


“They  do  a  lot  in  the  store,”  says  Gillett,  a  former 
CIO  of  stock-photography  company  Corbis  whose 
background  includes  senior  IT  posts  at  digital  media 
ventures  Yahoo  and  CNET.  (Gillett  can  claim  some  retail 
experience:  In  his  younger  days,  he  worked  at  a  restau¬ 
rant  and  an  Albertsons  grocery  store.)  “They  do  a  lot  of 
manual  things,  and  they  do  a  lot  of  automated  things 
using  systems  and  process.  For  me,  it  really  amplified 
the  expediency  to  deliver  some  of  our  key  transforma¬ 
tional  technology  platforms.” 

Since  being  named  SVP  and  CIO  in  May  2008, 
Gillett  has  learned  all  about  the  expediency  required 
at  his  new  gig— whether  it’s  delivering  coffee  to  a 
hurried  drive-thru  customer  or  refreshing  Star- 
bucks’  core  technology  portfolio.  And  the  pressure 
is  on.  Starbucks  is  in  the  midst  of  a  grueling  com¬ 


panywide  transformation  to  recapture 
the  brand’s  mystique  with  aficionados 
who  once  didn’t  mind  paying  three  to 
four  bucks  for  a  cup  of  upscale  coffee. 
But  with  the  economy’s  unraveling, 
newly  frugal  consumers  are  now  more 
concerned  with  paying  their  bills  each 
month,  not  with  two  shots  of  espresso 
or  three. 

This  abrupt  about-face  by  its  customer  base  has 
jolted  Starbucks.  In  2008,  the  company  announced 
the  planned  closure  of  more  than  600  of  its  nearly 
6,800  U.S.  stores  and  laid  off  more  than  12,000 
employees  out  of  a  global  workforce  of  176,000. 
Fourth-quarter  2008  earnings  plunged  97  percent 
compared  with  the  previous  year,  and  the  stock  has 
tanked,  losing  half  its  value  last  year.  In  2009,  the 
company  has  said  it  expects  to  reduce  its  cost  struc¬ 
ture  by  more  than  $400  million. 

Against  this  backdrop,  Gillett’s  mission  is  to  create 
and  implement  the  technology  vision  of  “anything 
that  touches  the  consumer,  whether  it’s  in  back-end 
[IT  operations]  or  in  how  a  customer  interacts  in  a 
physical  Starbucks  store,”  says  Chet  Kuchinad,  EVP 
of  Starbucks  partner  resources,  who  led  the  team  that 
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hired  Gillett.  “Stephen’s  not  just  about  legacy  systems 
and  not  just  about  efficiency.  He’s  about  how  we  take 
technology  and  connect  with  Starbucks’  consumers 
in  a  different  way.  Frankly,  we’ve  just  begun,  and 
there’s  a  lot  of  work  to  be  done  yet.” 

Gillett’s  keenly  aware  of  the  stakes  and  his  role.  “I 
feel  like  the  pressure  is  equally  distributed  among  the 
executive  team,”  he  says.  “I’m  part  of  the  team,  and 
the  pressure  is  shared.” 

The  Evolution  of  a  Next-Gen  CIO 

Gillett  knows  a  thing  or  two  about  pressure  and  being 
a  team  player.  He  was  a  member  of  the  University 
of  Oregon  Ducks  football  team,  which 
plays  in  the  Pac-10  Division  1  football 
conference  and  usually  competes  in  big- 
time  bowl  games,  like  Gillett’s  team  did  in 
1996  at  the  Cotton  Bowl.  Gillett  played  the 
offensive  guard  position,  where  the  suc¬ 
cess  of  the  entire  offense  depends  on  five 
large  men  working  in  concert  to  provide 
protection  for  the  quarterback  and  open 
lanes  for  running  backs. 

At  a  glance,  Gillett  is  both  a  contradiction 
and  affirmation  of  IT  stereotypes:  a  jock— but  also  an 
MBA  grad— and  once  one  of  the  top  guild  masters  in 
the  online  role-playing  game  World  ofWarcraft.  Those 
gaming  skills  helped  Gillett  land  a  senior  director  of 
engineering  position  at  Yahoo  and  they’ve  enhanced  his 
leadership  skills  more  than  his  MBA  coursework,  says 
John  Seely  Brown,  director  emeritus  of  Xerox  PARC 
and  a  visiting  scholar  at  the  University  of  Southern 
California,  whom  Gillett  counts  among  his  vast  social 
network. 

Former  managers  describe  Gillett  as  a  socially  gifted 
and  highly  charismatic  businessperson.  Just  how  char¬ 
ismatic?  In  2006,  he  became  the  CIO  of  Corbis,  which 
is  owned  by  Bill  Gates.  During  his  tenure,  Gillett  often 
went  head  to  head  with  Gates  on  internal  technology¬ 
purchasing  decisions  and  persuaded  Gates  to  adopt  tech 
platforms  that  were,  in  some  instances,  from  Microsoft’s 
competition,  such  as  SAP’s  ERP  products. 

“Stephen  was  able  to  explain  to  Bill  why  Bill’s  prod¬ 
uct  wasn’t  the  right  product,”  says  Ted  Cahall,  presi¬ 
dent  of  products  and  technologies  AOL,  whom  Gillett 
worked  under  at  CNET  and  who  twice  attempted  to 
hire  Gillett  for  AOL’s  CIO-level  position. 

“You’ll  meet  a  lot  of  technology  people  who  are 
extremely  intelligent  but  they  have  really  stunted  social 
skills,”  Cahall  says.  “They  don’t  have  an  ability  to  sell 
their  ideas  and  don’t  have  the  ability  to  ingratiate  them¬ 
selves  with  key  leaders.  Stephen  does  that  so  well.” 

Of  course,  you  don’t  become  CIO  of  any  orga¬ 


nization  without  having  the  technical  chops.  At  12 
Entrepreneuring,  where  Seely  Brown  and  Gillett 
worked  together,  Seely  Brown  says  that  under  Gil¬ 
lett’s  watch,  the  company  installed  the  first  complete 
VoIP  (voice  over  internet  protocol)  Cisco  system 
and  “bet  our  entire  enterprise  on  it  working,”  he 
writes  in  an  e-mail.  The  system  worked  quite  well. 
“I  think  [Gillett]  even  helped  Cisco  debug  the  sys¬ 
tem,”  Seely  Brown  says.  Cisco  used  some  of  12 
Entrepreneuring’s  learnings  in  a  product-training 
video.  “[That’s]  just  one  simple  example  of  thinking 
both  about  the  technology,”  says  Seely  Brown,  “and 
the  people.” 


Stephen’s  not  just  about  legacy  systems  and 
not  just  about  efficiency.  He’s  about  how  we 
take  technology  and  connect  with  Starbucks’ 
consumers  in  a  different  way.” 


-CHET  KUCHINAD,  EVP  OF  STARBUCKS 

PARTNER  RESOURCES 

And,  by  the  way,  Gillett’s  just  32  years  old.  So  it’s 
a  safe  bet  that  he’s  one  of  the  youngest  Fortune  500 
CIOs.  But  his  take  on  leadership  and  success  makes 
him  sound  older  than  his  years.  “Those  are  traits 
that  are  really  age  agnostic,”  Gillett  says.  “Having  a 
proven  track  record  is  what  really  drives  your  ability 
to  execute.” 

What  emerges,  then,  is  not  only  a  picture  of  the 
IT  leader  who’s  tasked  to  transform  Starbucks’  tech¬ 
nology  infrastructure  and  digital  in-store  offerings, 
but  also  a  glimpse  of  the  next  generation  of  CIOs:  a 
technologist  with  an  MBA,  a  socially  adept  leader 
with  loads  of  ambition  and  a  senior  vice  president  of 
a  multibillion-dollar  company  who  uses  the  Web  for 
Linkedln  as  well  as  World  of  Warcraft. 

Closer  to  Customers 

In  January  2008,  long-time  leader  Howard  Schultz 
returned  as  CEO  to  rescue  the  ailing  company. 

Former  CIO  Bryan  Crynes  left  shortly  thereafter. 

It  would  have  been  reasonable  for  Starbucks  to 
reach  into  the  retail  or  restaurant  industries  for  a 
seasoned  and  well-known  IT  chief  to  help  drive  its 
transformation. 

“I  was  a  bit  surprised  that  they  would  call  someone 
like  me,”  Gillett  concedes,  given  his  lack  of  a  tradi¬ 
tional  retail  or  supply  chain  background. 

But  Starbucks  was  “looking  for  a  very  different 
kind  of  CIO,”  Kuchinad  says,  one  who  could  man- 
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age  the  traditional  IT  requirements  and  “bring 
innovation  to  some  of  the  legacy  systems.”  Most 
importantly,  the  leadership  team  wanted  a  CIO  who 
understood  Starbucks’  new  generation  of  custom¬ 
ers  and  how  they  engaged  with  the  brand  in-store 
and  online. 

Paula  Rosenblum,  managing  partner  at  Retail  Sys¬ 
tems  Research  and  a  former  retail  CIO,  says  Gillett’s 
hire  was  a  signal  of  significant  change.  “Starbucks 
wanted  to  skew  new  and  skew  fresh,”  she  says,  “and 
get  out  of  this  old  and  stodgy,  ‘Well,  if  we  do  this  in  the 
supply  chain,  we’ll  save  15  cents  and  cost  control  our 
way  to  profitability.’  That’s  not  what  they’re  about. 
They’re  about  the  customer  experience.” 

Yet  over  the  last  few  years,  the  company  was  so 
focused  on  the  back  end,  “we  were  not  devoting  as 
many  resources  to  the  customer-facing  side,”  says 
Kuchinad.  “What  fascinated  the  leadership  team 
was  Stephen’s  knowledge  of  where  and  how  these 
consumers  lived,  and  how  he  was  technologically 
engaged  with  them.  While  he  did  not  have  the  tra¬ 
ditional  retail  IT  experience,  we  wanted  someone 
who  was  leading  edge,  who  knew  where  the  tech¬ 
nology  was  evolving.” 

Starbucks  wanted  a  fresher  blend:  someone  who 


Gillett  is  both  a  contradiction  and  affirmation  of 
IT  stereotypes:  a  jock— but  also  an  MBA  grad— 
and  once  one  of  the  top  guild  masters  in  the  online 
role-playing  game  World  of  Warcraft. 


could  manage  a  traditional  IT  environment  and 
provide  a  creative  take  on  how  technology  could 
better  serve  its  customers  using  tools  such  as 
remote  ordering  and  automated  systems,  loyalty 
cards  and  business  intelligence. 

“When  you  look  at  our  customers  and  what’s 
happening  in  our  stores,”  Gillett  says,  “you  see 
wireless  devices,  iPhones,  converged  networks, 
laptops.  You  see  a  generation  of  customers  who 
are  entering  our  stores  and  engaging  [with  us] 
in  new  ways.” 

Gillett  believes  that  everything  he  learned  at 
his  previous  employers  is  applicable  to  Starbucks’ 
retail  model.  “There  are  a  lot  of 
things  a  traditional  retailer  can 
learn  from  big  Internet  and  big 
software,  as  far  as  scale,  ana¬ 
lytics  and  really  using  those 
tools  that  drive  the  Web-type 
companies,”  he  says. 


A  Week  in  the  Life  of  a  Barista 


See  a  SLIDESHOW  of  Starbuck's  CIO  work¬ 
ing  the  drive-thru  at  www.cio.com/special/ 
slideshows/2009/01/starbucks_cio/index. 
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A  Grande  Order 

The  “Starbucks  experience”  is  something  you’ll  hear 
often  from  its  executives.  During  the  past  several 
years,  that  experience  has  been  diluted  by  overex¬ 
pansion  to  some  17,000  stores  worldwide,  diverging 
product  offerings,  new  coffee-making  equipment 
and  cut-throat  competition  from  Dunkin  Donuts 
and  McDonald’s.  In  a  highly  publicized  2007  inter¬ 
nal  memo,  Schultz,  who  was  not  running  day-to-day 
operations  but  still  held  the  chairman  title,  derided 
“the  watering  down  of  the  Starbucks  experience”  and 
“the  commoditization  of  our  brand.” 

Starbucks  has  been  in  a  transformation  mode  since 
Schultz  returned  and  took  back  the  CEO  reins.  “Star- 
bucks  has  to  find  a  way  in  this  economy  of  expressing 
the  value  message  along  with  the  indulgence  factor,” 
says  RSR’s  Rosenblum.  “So  the  challenge  is  to  create, 
whether  through  technology  [applications]  or  other¬ 
wise,  that  there’s  the  perception  of  value.  Along  with 
that,  it’s  really  important  for  retailers  to  find  clever  and 
innovative  ways  to  save  money.” 

Gillett’s  priorities  are  wide  ranging,  but  three  in 
particular  illustrate  what  he’s  up  against.  First,  he  says 
he’s  attempting  to  change  internal  perceptions  of  the 
IT  department  “from  being  perceived  as  and  operating 
like  a  traditional  IT  shop...to  becom¬ 
ing  a  technology  company  and 
using  the  term  ‘technology’  versus 
‘IT’  when  we  look  at  how  we’re 
going  to  transform  our  business.” 

His  plan  includes  aligning  IT’s 
activities  with  those  at  the  top  of 
the  company’s  transformational 
agenda,  mainly  its  customer  experience  strategies.  For 
example,  ethical  sourcing  of  coffee  is  a  big  piece  of  its 
social  responsibility  platform.  Customer  surveys  have 
shown  that  it  is  important,  and  executives  view  it  as  a 
competitive  differentiator. 

Starbucks  does  have  a  system  (using  Oracle  data¬ 
bases)  that  tracks  coffee  origin  and  other  related  infor¬ 
mation,  Gillett  notes.  “If  we  want  to  increase  the  amount 
of  fair-trade  coffee  or  fair-trade  cocoa  in  our  inventory,” 
Gillett  says,  “technology  has  to  be  able  to  deploy  a  system 
that  can  track  which  purchases  are  actually  fair-trade 
certified  and  which  aren’t.  You  can’t  make  that  type  of  a 
statement  without  having  a  technology  impact.” 

Gillett  is  also  completing  a  pre¬ 
viously  planned  global,  multiyear 
Oracle  ERP  rollout.  He  spent  his 
first  couple  of  months  learning  the 
business  and,  ultimately,  how  the 
ERP  rollout  would  impact  busi¬ 
ness  processes  and  activities.  He 


44  FEBRUARY  1,  2009  |  www.cio.com 


The  CIO  Role 


found  that  in  many  cases,  the  ERP  systems  being  intro¬ 
duced  are  replacing  manual  processes,  “which  is  the  most 
efficient  thing  you  can  do,”  Gillett  says. 

Perhaps  his  most  crucial  duty  is  to  enhance  Star- 
bucks’  ability  to  mine  its  customer  data  to  help  “reig¬ 
nite  our  passion  with  our  customers,”  Gillett  says. 
A  lot  is  hanging  on  the  loyalty  card  data  (Starbucks’ 
Reward  cards)  and  BI  reporting  tools  to  extract  mean¬ 
ingful  customer  analysis.  At  a  financial  analyst  brief¬ 
ing  in  early  December,  Starbucks  marketing  executives 
talked  up  success  they’ve  had  so  far  with  the  Starbucks 
Reward  cards  and  the  new  Gold  Card  in  2008.  One  of 
the  first  positions  Gillett  opened  up  when  he  was  hired 
was  a  VP  of  business  intelligence. 

“Analytics  is  an  absolutely  key  driver  of  everything 
you  do,”  Gillett  says.  “And  generating  BI  demand 
across  the  business  and  strong  analytics  is  something 
that  Starbucks  is  going  to  usher  in.  Technology  has  to 
play  an  absolutely  critical  role  in  all  that.” 

A  November  2008  Aberdeen  report  on  BI’s  use 
in  the  retail  industry,  as  well  as  a  survey  of  150  com¬ 
panies,  shows  Gillett  has  considerable  work  ahead. 
“Many  organizations  spend  months  and  endure  sig¬ 
nificant  costs  to  obtain  the  reporting  and  analysis  capa¬ 
bilities  that  BI  promises,”  writes  Aberdeen  research 
director  David  Hatch,  “only  to  find  that  different  ‘ver¬ 


sions  of  the  truth’  still  exist  without  any  definite  way 
of  determining  which  one  is  real  or  accurate.” 

Gillett  says  that  Starbucks  is  making  progress  but 
is  nowhere  near  mastering  BI.  “[The  business  users] 
haven’t  indoctrinated  it  into  everyday  business  deci¬ 
sion  making  yet,”  he  says.  “We  still  have  a  lot  of  deci¬ 
sions  based  on  real-time  data,  intuition  or  historical 
trends.  I  think  in  today’s  economic  climate,  having 
strong  analytic  and  Bl-based  decision  making  can 
help  give  a  new  dimension  to  that.” 

As  for  the  role  that  he  and  IT  can  play  on  the  Star- 
bucks  team  and  in  its  transformation,  he  seems  char¬ 
acteristically  assured  of  himself. 

“Technology  and  IT  have  a  critical  role  in  all  that 
because  we  have  to  understand  our  customers  with 
[respect  to]  today’s  economic  climate  and  the  cost 
pressures  they  face,”  Gillett  says.  “We  have  to  under¬ 
stand  our  customers  in  ways  that  we’ve  never  had 
to  in  the  past.  I  think  BI  and  data  warehousing  and 
consumer  insights  from  a  marketing  perspective  are 
going  to  be  what  give  us  that  view  into  the  Starbucks 
customer.”  uiii 


Senior  Online  Editor  Thomas  Wailgum  can  be  reached  at 
twailgum@cio.com.  To  comment  on  this  story,  go  to 
www.cio.com/article/474127. 
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FULFILLING  THE  ROLE'S  NEW  MANDATE 

By  the  leaders  of  the  CIO  Executive  Council 

Agile  at  the  Wheel 

The  CIO  at  transportation  company  Con-way  adopted  Agile  development 
practices— a  journey  that  required  revving  up  change  leadership  skills 

BY  JACKIE  BARRETTA 

In  the  old  days,  we  could  spend  months  planning  a  technology  project  and 
then  months  or  even  years  implementing  it.  Not  anymore.  Strategies  are 
far  more  dynamic  these  days,  especially  as  we  respond  to  these  challeng¬ 
ing  economic  times.  When  someone  has  a  good  idea,  they  want  to  see  it 
come  to  fruition  right  away. 

At  Con-way,  almost  all  good  ideas  require  technology  to  implement.  Yet 
historically,  ideas  would  become  cold  by  the  time  they  made  it  through  IT 


steering  committees,  project  planning  and 
design  reviews.  Then  we  became  agile— that 
is,  we  adopted  Agile  development  practices. 

Using  Agile,  software  development  is  no 
longer  accomplished  through  lengthy  proj¬ 
ects.  Instead,  the  overall  concept  of  the  desired 
system  is  defined  at  a  high  level  up  front  and 
then  developed  in  short  iterations.  An  iteration 
is  typically  no  longer  than  one  month,  and  the 
software  is  released  for  use  after  each  iteration. 
As  people  use  the  software,  they  determine 
which  features  should  be  built  next,  providing 
a  feedback  loop  that  results  in  the  highest  prior¬ 
ity  functionality  being  built. 

The  adoption  of  Agile  requires  significant 


change  in  the  work  practices  of  both  IT  team 
members  and  business  users,  and  this  cre¬ 
ated  a  change-leadership  challenge  for  me  as 
the  CIO. 

One  big  change  for  IT  is  that  with  Agile, 
there  is  always  an  impending  implementation 
date:  There  is  never  a  feeling  of  being  able  to 
relax  on  a  project.  Meanwhile,  developers,  used 
to  having  private  space,  can  feel  that  space  vio¬ 
lated  due  to  “pair  programming,”  which  has 
two  developers  constructing  the  same  piece  of 
code  at  the  same  time,  and  to  colocation,  which 
has  team  members  sitting  as  close  together  as 
humanly  possible.  As  for  the  business  users, 
Agile  requires  them  to  take  a  much  more  active 
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role  through  the  entire  process.  They  must  work  jointly  with 
IT  to  determine  the  priorities  for  each  iteration,  and  they 
must  provide  daily  direction  to  IT  on  the  needs  for  the  func¬ 
tionality  being  built. 


Sellingthe  Benefits 

The  challenges  in  transitioning  the  IT  teams  to  Agile  was 
primarily  overcoming  their  resistance.  They  had  become 
comfortable  with  their  old  techniques,  and  they  had  been  suc¬ 
cessful  with  them.  In  addition,  they  had  heard  about  many 
failures  of  Agile  initiatives,  so  they  were  skeptical.  Selling  it 
to  the  business  executives  was  equally  challenging  because 
the  price  tag  for  consultants  to  teach  us  the  new  methodol¬ 
ogy  and  for  the  new  tools  we  would  need  to  implement  it 
was  pretty  steep.  Plus,  they  had  to  accept  that  new  projects 
would  take  longer,  temporarily,  while  IT  people  learned  the 
new  techniques. 

I  made  the  case  for  change  in  IT  by  explaining  how  the 
business  would  benefit  if  we  delivered  the  highest  priority 
functionality  faster.  I  also  kept  reiterating  what  was  in  it  for 
them— and  there  was  a  lot.  Agile  automates 
many  of  the  mundane  tasks  that  are  not  popular 
with  software  developers.  For  example,  when 
changes  are  made  to  code,  Agile  techniques 
automatically  integrate  the  code  with  surround¬ 
ing  functions  and  execute  predefined  regression 
tests.  Most  IT  professionals  are  not  fond  of  per¬ 
forming  these  tasks  manually. 

I  made  the  case  for  change  to  the  business 
by  preparing  a  solid  ROI  that  quantified  the  benefits  of 
increasing  the  efficiency  of  development  processes,  deliver¬ 
ing  the  right  functionality  more  quickly  and  reducing  the 
overall  amount  of  work  in  progress.  For  instance,  I  pro¬ 
posed  that  Agile  would  improve  developer  efficiency  by  35 
percent.  In  many  forums,  I  repeated  the  business  drivers  and 
showed  my  colleagues  how  we  were  tracking  on  achieving 
the  ROI. 

Even  though  we  have  dozens  of  project  teams  and  hun¬ 
dreds  of  developers,  I  made  a  commitment  to  spend  time 
(during  some  periods  about  a  third  of  my  time)  with  the 
development  teams  and  listen  to  their  concerns.  From  this 
I  learned  about  their  resistance  to  the  strict  adherence  to  the 
Agile  definition  prescribed  by  the  consultants  we  hired.  The 
developers  especially  didn’t  like  being  forced  to  work  in  pairs 

or  sit  near  each  other, 
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and  they  believed  they 
should  be  able  to  decide 
individually  whether  to 
adopt  those  practices. 

I  was  concerned  we’d 
miss  out  on  significant 


benefits  of  Agile  if  we  didn’t  follow  those  practices,  so  I  made 
a  rule  that  every  person  had  to  initially  follow  the  practices 
precisely.  I  told  them  that  as  they  became  knowledgeable  in 
the  practices  they  could  tweak  them,  and  when  they  really 
understood  them  they  could  decide  which  ones  to  adopt.  So 
far  most  people  who  have  experienced  the  practices  have 
decided  to  adopt  them  for  the  long  term. 

Calmingthe  Storms 

Not  everything  has  gone  smoothly.  New  teams  typically  go 
through  four  stages:  forming,  “storming,”  norming  and  then 
performing.  What  I  didn’t  know  was  that  when  you  change 
an  existing  team’s  fundamental  work  practices,  they  start 
over  again  in  the  forming  stage. 

Teams  that  had  been  working  well  together  for  years 
suddenly  began  exhibiting  “storming”  behaviors,  includ¬ 
ing  fluctuations  in  attitudes,  arguing  over  trivial  issues  and 
excessive  tension  and  concern  about  being  overworked.  Now 
I’m  making  sure  that  as  teams  go  through  the  transition,  they 
are  conscious  of  the  fact  that  they  need  to  reset  their  norms 


New  teams  typically  go  through  four 
stages:  forming,  "storming,"  norming 
and  then  performing.  I  didn't  know  that 
when  you  change  an  existing  team's 
fundamental  work  practices  they 
start  over  again  in  the  forming  stage. 


and  that  they  set  aside  time  to  do  it. 

The  change  effort  has  been  worth  it:  After  nine  months, 
Agile  is  delivering  on  its  promises.  The  iterative  approach 
to  software  development  is  providing  a  feedback  loop  that 
results  in  us  building  the  right  functionality.  We  no  longer 
have  the  waste  problem  that  was  inherent  in  the  old  waterfall 
method.  Agile  is  creating  greater  alignment  between  IT  and 
the  business  because  of  the  constant,  daily  interaction  and 
because  Agile  techniques  help  IT  personnel  understand  the 
business  better. 

Like  anything  that’s  really  going  to  pay  off,  Agile  is  a  huge 
change  for  IT  and  the  user  community.  For  CIOs  who  want  to 
lead  their  organization  down  the  Agile  path,  it’s  essential  to 
brush  up  on  change  leadership  best  practices.  Most  impor¬ 
tantly,  create  an  environment  where  your  teams  are  com¬ 
fortable  with  venting  their  concerns  so  you’ll  know  what’s 
working  and  what  you  need  to  modify.  QEI 


Jackie  Barretta  is  CIO  and  vice  president  of 
Con-way,  and  a  member  of  the  CIO  Execu¬ 
tive  Council.  To  comment  on  this  article,  go  to 
www.cio.com/article/476122. 
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Yourrolehas  evolved 


Your  source  for  business 
technology  leadership  is 
transforming  along  with  you. 


03.01.09 


(Check  out  the  March  issue 
to  see  ho  w  much) 
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CALL  FOR  ENTRIES 


100 

22nd  ANNUAL  AWARDS  COMPETITION 


IT  Makes  Winners. 

You  can't  beat  the  competition  by  standing  still. 
And  you  can't  move  ahead  without  the  edge 
technology  provides. 

We  want  to  know  how  IT  makes  your 
company  grow. 

We’re  celebrating  all  the  innovative  ways  that  IT  can  deliver  a 
competitive  advantage  to  the  enterprise.  Perhaps  you  took  a  risk 
on  an  emergingtechnology  or  deployed  thetried  and  true  in  a  new 
way.  Maybe  you  built  a  better  business  process  or  fostered  closer 
collaboration.  Or  you  found  ways  to  get  closer  to  existing 
customers,  to  pursue  new  markets,  to  save  money,  to  make  more. 

If  you  can  show  measurable  results  of  technology  innovations  that 
have  enabled  or  led  the  way  to  greater  success  for  your  organization, 
then  our  readers— your  peers— want  to  know  about  you. 


CIO  100  honorees  will  be 
recognized  at  the  annual 
CIO  100  Symposium  &  Awards 
Ceremony,  Aug.  23-25,  2009, 
at  The  Broadmoor  in  Colorado 
Springs,  Colo.  Honorees— 
and  their  winning  ideas— will 
also  be  featured  online  and  in 
the  August  2009  issue  of  CIO. 


Application  fee 
reduced! 

Knock  $50  off  the  regular 
entry  fee  when  you  down¬ 
load  your  application. 

To  learn  more  about  the  CIO  100 


Be  recognized  as  one  of  the  CIO  100. 

Apply  nowforthe  22nd  Annual  CIO  100  Awards. 


Awards  and  get  an  application, 
go  to  www.cio.com/cio-awards/ 
ciolOO/index. 


Presented  by 
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SOA  INTENTIONS 

Plans  for  deploying  enterprise  architecture/service-oriented  architecture  in  2009 

On  your  radar  HHHHHHHHHI 22% 

Currently  implementing  19% 

Upgrading/refining 

No  interest  29% 

CIO  Research 
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ONLINE  SECURITY 


MARKET  DOWN* 
OUTSOURCING  UP 
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42% 


Shoppers  who  fail  to  or  don’t  know  how  to  check 
a  website’s  security,  but  purchase  anyway 


I  SAC  A 


Service  providers  who  think 
the  economy  is  boosting 
outsourcing  efforts 

EquaTerra 


NETWORKING.. .NO  THANKS! 


57% 


IT  workers  who  won’t  use  networking  sites  to  search  for  jobs 


IT  Job  Board 


HELP  WANTED 

48% 

Technology  users  who  need 
help  with  their  new  devices 

Pew  Internet  &  American  Life  Project 


More  for  BPM 

56% 

Organizations  with  business 
process  management  projects 

44% 

Planning  projects  within  the  next  year 


AIIM 
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RUN  WITH  IT. 


Bringing  Windows  Server®  2008  and  SUSE®  Linux  Enterprise  Server  together  into  one  reliable  and  secure 
virtualized  environment  —  with  clearly  defined  intellectual  property  rights  —  was  just  the  start.  Now  we’re 
developing  solutions  that  will  let  you  manage  both  operating  systems  using  only  one  set  of  tools,  and  you 
choose  the  tools  you  prefer.  Just  what  you  need  to  combine  your  Windows  and  Linux  data  centers  into 
one  and  cut  complexity  in  half. 


Need  the  best  Linux?  Request  your  SUSE  Linux  Enterprise 
deployment  kit  and  workshop  now  at  moreinterop.com 


Novell.  Microsoft 


Copyright  ©  2008  Novell,  Inc.  and  Microsoft  Corporation.  All  Rights  Reserved.  Novell,  the  Novell  logo  and  SUSE  are  registered  trademarks  of  Novell,  Inc.  in  the  United  States 
and  other  countries.  *Linux  is  a  registered  trademark  of  Linus  Torvalds.  Microsoft  and  Windows  Server  are  trademarks  of  the  Microsoft  group  of  companies. 


Deal  with  the  virtual  — 
and  reality. 


Manage  and  optimize  your  virtual  and  physical  servers 
in  the  same  way  with  HP  Insight  Dynamics  —  VSE. 


resources  are  stretched  and  options  can  be  limited.  But  now,  you  can  rethink 
how  you  control  and  optimize  your  physical  and  virtual  servers  by  integrating 
them  with  one  powerful  software  solution,  Insight  Dynamics —  VSE.  Now  you 
can  increase  flexibility,  improve  cost  and  energy  efficiency,  and  simplify 
daily  operations. 

Supporting  this  technology  is  HP's  commitment  to  service  and  dependability  — 
a  point  of  difference  that  led  IDC  to  name  HP  the  #1  vendor  for  virtualization* 

Technology  for  better  business  outcomes. 


HP  ProLiant  DL  Servers 


Quad-Core  AMD  Opteron™  Processor, 
with  AMD  Virtualization™  technology 

Ideal  for  general-purpose  solutions  and 
high-performance  computing 

Affordable,  modular  rack  systems  to 
give  your  IT  department  the  flexibility 
to  expand  with  your  business 


HP  BladeSystem  c-Class 


Quad-Core  AMD  Opteron™  Processor, 
with  AMD  Virtualization™  technology 

•  Infrastructure-in-a-box  saves  you  time, 
power  and  money  by  reducing  repetitive 
parts  and  redundant  operations 

•Add,  replace  and  recover  resources  on 
the  fly  without  rewiring 


To  learn  more,  call  1-800-888-5907  or  visit  hp.com/servers/virtual2 


AMD,  the  AMD  arrow  logo,  AMD  Opteron  and  combinations  thereof,  are  trademarks  of  Advanced  Micro  Devices,  Inc. 

©  2009  Hewlett-Packard  Development  Company,  L.P.  The  information  contained  herein  is  subject  to  change  without  notice. 
*Source:  IDC  Quarterly  Server  Virtualization  Tracker,  October  2008. 


Pitney  Bowes 


There's  a  lot  more  here  than  you  think. 


Confidence.  Information  is  rooted  in  a  tangle  of  raw  data— disorganized,  inaccurate  and  hard  to  understand.  With  software  from 
Pitney  Bowes,  disconnected  data  grows  into  solid  business  intelligence,  branching  out  as  a  source  of  decisive  answers.  Companies 
in  85  countries  use  Pitney  Bowes  software  to  make  confident  decisions.  You’ll  find  more  confidence  at  pbconnect.com/IT. 


£>  2009  Pitney  Bowes  Inc. 


Deal  with  the  virtual 


and  reality. 


ALTERNATIVE  THINKING  ABOUT  CONTROL  AND  CONSOLIDATION 


Manage  and  optimize  your  virtual  and  physical  servers 
in  the  same  way  with  HP  Insight  Dynamics  —  VSE. 


When  it  comes  to  IT,  your  universe  is  always  expanding.  Needs  increase, 
resources  are  stretched  and  options  can  be  limited.  But  now,  you  can  rethink 
how  you  control  and  optimize  your  physical  and  virtual  servers  by  integrating 
them  with  one  powerful  software  solution,  Insight  Dynamics  — VSE.  Now  you 
can  increase  flexibility,  improve  cost  and  energy  efficiency,  and  simplify 
daily  operations. 


Supporting  this  technology  is  HP's  commitment  to  service  and  dependability  — 
a  point  of  difference  that  led  IDC  to  name  HP  the  #1  vendor  for  virtualization.* 


Technology  for  better  business  outcomes. 


To  learn  more,  call  1-800-888-5907  or  visit  hp.com/servers/virtual2 
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•  Quad-Core  AMD  Opteron™  Processor, 
with  AMD  Virtualization™  technology 

•  Infrastructure-in-a-box  saves  you  time, 
power  and  money  by  reducing  repetitive 
parts  and  redundant  operations 

•  Add,  replace  and  recover  resources  on 
the  fly  without  rewiring 


•  Uuad-Core  AMU  Upteron,m  rrocessor, 
with  AMD  Virtualization™  technology 

•  Ideal  for  general-purpose  solutions  and 
high-performance  computing 

•  Affordable,  modular  rack  systems  to 
give  your  IT  department  the  flexibility 
to  expand  with  your  business 
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